mele)ite 
tilities 





Volume XLIII No. 3 ~ February 3, 1949 


AN ADJUSTMENT CLAUSE FOR TAXES 


By W. Truslow Hyde, Jr. 


< > 


Public Utility Statistics As Business Signs 
By Herbert Bratter 
t > 
The Air-line Regulation Crux 
By Selig Altschul 


< 2a 


Thomas Edison's 102 Years \e 
By John C. F. Coakley ? 





ln ESAT 





io 


trade, and also hundreds of appliance manufactu 

ers, with efficient, dependable gas burners for everg 
purpose. We are equipped to design and make an 
type of burner unit you need for any applianc 
Call on us. 


Our engineering and laboratory facilities are maintained 
for your benefit. Ask for Catalog on all types of burners, for 
any kind of gas, also pressure regulators and automatic con- 
trols. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 






Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separate 
Public Utilities Department. It is staffed with men 
whose practical experience qualifies them for serv- 
ice to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless te say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 















NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 
POWER UNITS 








Mobility makes money by saving it 
—and here’s a portable trenching 
unit that saves time and money for 
utilities. It digs a ditch in jig time 
and dashes off to dig again in 
another spot. 

Power is no problem here. An 
International U-6 Power Unit drives 
the ditching machine and gives it 
the “go” from job to job. Like all 
equipment powered by Interna- 
tional, it’s dependable as daybreak. 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 


Hear James Melton on “Harvest of Stars’ every Wednesday evening —CBS ~ 


INTERNATIONAL 


INDUSTRIAL POWER 


Portable Trencher 
Pays Off in Work Done 


There’s never a power problem 
when the power is International. 


When you need powered equip- 
ment, be sure that it is powered by 
International. You get double ben- 
efits in the operating economy and 
efficiency of International Engines 
and the convenient service facilities 
of your nearby International 
Power Unit Dealer 
or Distributor. 
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HE recent messages of President 

Truman to the Congress on the 
“state of the Union,” and more particu- 
larly on the budget, indicate the possible 
need for new thinking in the business 
community on the future rdle of govern- 
ment, Truman’s program constitutes an 
unblushing departure from the Federal 
government as simply an operator of 
traditional government services and an 
umpire of private business operations in 
a regulatory sort of way. 


UNDER the new Truman pattern the 
Federal government would necessarily 
become bigger, more powerful, render 
more services to more people. It would 
not only govern the whole national econ- 
omy and take over many of the planning 
and supervisory functions which used to 
be left to industrial management, pro- 
fessional judgment, private charities, and 
others. It also threatens government 
competition with steel, copper, and other 
basic industries along the lines already 
familiar under the so-called “yardstick” 
concept which launched the Tennessee 
Valley Authority into the electric power 
business. As the opening wedge, this ap- 
pears merely as a vague threat of direct 
government action, to be taken only if 
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private industry cannot solve its produc- 
tion and shortage problems to the satis- 
faction of the government, 


WHETHER or not Congress will accept 
a major part of these recommendations, 
one thing is certain: The Truman pro- 
gram means more taxes, more spending, 
and more benefits for more people, ad- 
ministered by the Federal government. 
That being the case, it would appear that 
private industry must, in self-defense, 
take steps to awaken the public conscious- 
ness on the subject of who is going to pay 
for this; namely, more education on the 
tax burden. 


r is only being realistic to admit that 
a great proportion of our population 
approves of the idea of government aid 
and government spending, because for 
them it appears to be free. And for a good 
many of our lower income people it prob- 
ably is free, in the sense that they get 
more benefits than they pay for, as indi- 
vidual taxpayers. But too often the illu- 
sion of “free” government benefits places 
the government in the false and unfair 
role of an outright Santa Claus while 
private industry is cast in the réle of old 
Scrooge. 


THE true fact is that the Federal gov- 
ernment has no mysterious source of 
revenue but must obtain every penny 
from tax-paying business or individual 
income. This truth is often lost on the 
humble citizen in his awe over the mar- 
velous benefits depicted for him by polit- 
ical administrators of such benefits, Next 
to repetitious publicity, perhaps one of 
the best devices for alerting the general 
citizenry on the subject of who is really 
paying for what, in the tax department, 
is the earmarking for taxes of charges 
which he must pay for his own goods and 
service supply, out of his own pocket. 


In the utility business, not all public 
utilities have the opportunity, such as 
the telephone industry, of setting forth 
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SELIG ALTSCHUL 


the exact amount of excise taxes sepa- 
rately and clearly on the monthly bill 
for exchange service and toll calls. 


But if utility rates, as a whole, could 
be tied to some adjustment for taxes just 
as they already are tied to adjustment for 
other expenses such as coal costs, the 
utility company could get more or less 
automatic relief through rates for any 
addition in its out-of-pocket expenditures 
for taxes. More than that the utility’s 
customers would sit up and take notice 
that the utility’s tax burden was indeed 
their own tax burden. 


W. Trustow Hype, JRr., whose article 
on “An Adjustment Clause for Taxes” 
opens this issue, is well known in Wall 
Street financial circles as a specialist in 
utility securities. He has been associated 
with Josephthal & Co. since 1932. He 
has lectured on utilities at the New York 
Institute of Finance, and has given con- 
siderable time to studying and testifying 
before House and Senate committees in 
connection with utility taxation. 

* * * x 


N interesting by-product of utility 
operations is the fact that they are 

tied in so closely with the general eco- 
nomic and business pattern of their serv- 
ice area. A 24-hour load chart of the 
average electric utility is, when rightly 
interpreted, a veritable gauge of the 
habits and customs of community life. 
From the morning peak to the evening 
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drop, the load line traces the activity of 
the working day through every hour of 
the clock, 


ConsuMPTION figures of power have 
long been regarded as a most valuable 
index of industrial activity. The rate of 
connections and disconnections of tele- 
phones and other utility services has as- 
sumed a special significance for the busi- 
ness economist. HERBERT BRATTER, of 
Washington, D. C., whose articles on 
business and economics have previously 
appeared in this publication, has made 
an intensive study of the relationship 
between these utility statistics and busi- 
ness operations generally in his article 
which begins on page 140. 


x* * * * 


ELIG ALTSCHUL, whose article on 

regulation of air carriers begins on 
page 147, is an aviation consultant to 
independent financial groups and trans- 
portation interests. He also contributes 
regularly on aviation to national maga- 
zines and publications, notably Aviation, 
Barron’s, and Chicago Sun. He is a grad- 
uate of Northwestern University, now 
living in New York. 


* * * * 


OHN C, F. CoaKLey, whose article on 
Edison’s birthday observance begins 
on page 156, is at present the historian 
of Edison Pioneers. Mr, COAKLEY was 
employed by Mr. Edison from the time 
of his graduation from Boston Univer- 
sity in 1925 to the date of the inventor’s 
death in 1931. He was subsequently di- 
rector of the Edison Memorial building 
at the Chicago exposition “Century of 
Progress,” and has since then been active 
in the general practice of public relations 
in New York city. Mr. COAKLEY recent- 
ly directed the Thomas A. Edison cen- 
tennial observance and is one of the col- 
laborators on the study of Edison’s 
inventive technique, which is being con- 
ducted by the Thomas Alva Edison 
Foundation. 


THE next number of this magazine 
will be out February 17th, 
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“FOOLPROOF!” you'll say of the Printing Cal- 
culator, because it automatically prints every 
factor and answer on the tape. No squinting 
at hard-to-read dials, no repeating problems 
for proof ...a glance at the tape tells you 
you're right—right away! And, of course, the 
printed tape gives you a permanent record of 
the figure facts on which you base important 
decisions. 

Whatever your figuring needs, the electrified 
Printing Calculator provides faster, easier, less 
costly operation, with 10-key touch control, 
“hand-span” feature keys, automatic comple- 
tion and clearance. And, best of all, with the 
printed tape, you have an electric adding-list- 
ing machine too—two fine machines for your 
one modest investment. 


For the whole cost-cutting story, call your local representa- 
tive, or write for free booklet *‘Command Performance’’, to 
Remington Rand Inc., Dept. PU-2, 315 Fourth Avenue, New 
York 10, N.Y. 





the new JRemiaglon Rend avtomatic Printing Calculator 
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Coming IN THE NEXT ISSUE 


* 


PUBLIC UTILITY INVESTORS DESERVE A SQUARE DEAL 


Politicians customarily worry about the consumer and the rights 
of labor, but their general attitude about the investor seems 
to be that the investor can take care of himself. Dr. Willford 
|. King, professor emeritus of New York University and indus- 
trial‘economist, has prepared an original analysis of the treat- 
ment given public utility investors under prevailing regulatory 
procedures. 


AN EDITOR LOOKS AT THE EMPLOYEE MAGAZINE 


Is an employee magazine really worth the chips? If so, how can 
the employer go about developing the best potential from the 
standpoint of both the employee and management interest? 
J. Oliver Martin, one of the best known and most experienced 
editors of important utility employee magazines, gives us some 
honest answers to this question. 


SPECIAL RATE PROBLEMS OF THE BUS-TRANSIT UTILITIES 


If bus and transit companies are not subject to the same or 
similar economic experience as other public utilities, should 
their rate regulation be based on the same conventional prin- 
ciples of rate of return on the rate base, depreciation treatment, 
etc.? John F. Curtin of the nationally known Philadelphia firm 
of transit engineers, Simpson & Curtin, raises some fair and 
thought-provoking queries on this important regulatory topic. 


OPEN SEASON ON VALLEY AUTHORITIES 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Recently there has been an avalanche of publicity "pro and 
con" about valley authorities, based principally on the experi- 
ence of the Tennessee Valley Authority. Gerald M. Whitright 
of our editorial staff has reviewed some of these documents 
on the occasion of TVA's fifteenth fiscal birthday. 


* 
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Dress Up Your Men 
for Better Service! 





America’s 
Best-Dressed 
Service Men 
Wear 

These 
Famous 


LION-BILT 


Work Uniforms 





@ Nationally Famous Fabrics! 
@ Built for Long Service! 

@ Tailored for Perfect Fit! 

@ Quality at Low Prices! 


Don't be Satisfied with Less 


Write Dept. PU-29 
for Free Catalog 





















PERMANENT..VISIBLE..ATTRACTIVE 





HAVE YOU A NUMBERING PROBLEM? 


CAMBRITE No. 33 tile numbers and letters 
offer a permanent answer for uniform number- 
ing systems. Ideal for numbering power lines, 
equipment, sheds, bins, and outlying stations. 
CAMBRITE numbers and letters are used today 
by many leading utility companies. 


Write for Complete Information 
THE CAMBRIDGE TILE MFG. CO. 


Cambrite Division 
CINCINNATI 15, OHIO 








This Sherman Lug 
Is Made to Handle 






SiS EE aE 
Specity 
Sherman 
Wrought 
r Terminals 
© Ground 
ciomee Sora ae. eee 
© Solderiess and c to do the hard 
Lugs jobs—handle big loads. Precision 


Connectors formers, circuit breakers and other 
heavy duty electrical equipment. 


SherMaN treo duty wes 


H. B. SHERMAN MFG. CO., Bettie Creek, Michigan 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 





Leon H. KEYSERLING 
Vice chairman, President’s Council 
of Economic Advisers. 


LoweLL B. Mason 
Member, Federal Trade 
Commission. 


James C. OLson 
Partner, Booz, Allen & Hamilton. 


J. R. Davis 
Vice president, Ford Motor 
Company. 


L. R. BouLware 
Vice president, General Electric 
Company. 


Rosert P. BoyLan 
Chairman of the board, New York 
Stock Exchange. 





Carro. M, SHANKS 
President, Prudential Insurance 
Company of America. 


Gustav METZMAN 
President, New York Central 
Railroad Company. 


EprroriaAL STATEMENT 
Chicago Journal of Commerce. 
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“Depressions, like wars, are man made, They don’t 
come down from the sky.” 


- 


“{Government] has its hands around the throat of 
American business and the power to strangle it to death.” 


> 


“A company’s organization structure is a vehicle for 
carrying out its objectives, policies, and programs. It 
should change when they change.” 


> 


“I don’t need to look at any surveys or polls to tell 
me that conditions tomorrow are going to be different 
than they are today, I know they will be.” 


* 


“Employers are beginning to see that getting and dis- 
pensing some fundamental economic education is in their 
own immediate enlightened self-interest.” 


> 


“Any measures involving excessive taxation or a rigidly 
controlled economy would destroy the incentive without 
which our economic progress cannot continue.” 


* 


“We in the insurance business are peculiarily dependent 
upon our American system of free enterprise. Agents, 
brokers, and the insurance business live by and for the 
thrift, initiative, and self-reliance of the individual.” 


* 


“It is obvious that the railroads are at the end of the 
procession in their attempt to adjust selling prices to 
costs. Not only railroad workers, but the nation as a 
whole, have a heavy stake in their being allowed to do so.” 


e 


“Sponsors of economic planning by government insist 
that we can eat our cake without having to pay for the 
ingredients. We can even have frosting on it, if we can 
muster up the courage to trust every last private function 
to an all-wise central authority.” 


12 
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This is under no circumstances to be construed as an offering of these 
securities for sale, or as an offer to buy, or as a solicitation 
of an offer to buy, any of such securities. The offer 
is made only by means of the Prospectus. 


685,000 Shares 
SOUTHERN INDIANA GAS AND ELECTRIC COMPANY 


Common Stock 
Without Par Value 


Price $19.50 per share 


Copies of the Prospectus may be obtained from the undersigned only in 
such States as the undersigned may legally offer these securities 
in compliance with the securities laws of the respective States. 


Smith, Barney & Co. 

Blyth & Co., Inc. The First Boston Corporation Glore, Forgan & Co. 
Goldman, Sachs & Co. Harriman Ripley & Co. Kidder, Peabody & Co. 
Incorporated 
Stone & Webster Securities Corporation Union Securities Corporation 
A. C. Allyn and Company A. G. Becker & Co. Hemphill, Noyes & Co. 

Incorporated Incorporated 
Schwabacher & Co. Dean Witter & Co. Hornblower & Weeks 


January 18, 1949 
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Lreonarp J. FLETCHER 
Vice president, Caterpillar Tractor 
Company. 


Eart O. SHREVE 
President, Chamber of Commerce 
of the United States. 


EprrortaL STATEMENT 
The Wall Street Journal. 


Watter D. FULLER 
President, Curtis Publishing 
Company. 


Austin S. IGLEHEART 
President, General Foods 
Corporation. 


Dwicut D. EIsENHOWER 
President, Columbia University. 


PercivAL F,. BruNnpDAGE 
President, American Institute of 
Accountants. 


RALPH Rosey 
Economist, National Association 
of Manufacturers. 


Gorpon R. CLapp 
Chairman, Tennessee Valley 
Authority. 
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“The machine is the servant of this age: misunderstood 
in its newness, a giant in its possibilities for greater good.” 


> 


“The survival of America and the freedom of Western 
civilization depend upon the strength of the enterprise 
system.” 


> 


“Desirable as lower taxes undoubtedly are, this news- 
paper believes that it is of at least equal importance 
that governmental spending be reduced.” 


7 


“Sell the American doctrines of success to our fellow 
citizens, and if either directly or through them we do an 
adequate sales job to the people of the world, we shall 
all have peace and we shall all have great and lasting 
prosperity.” 

* 


“They [the people] have the power to vote the present 
system and ourselves right into the ash can, Management's 
job, thus, is to find a better way to do things. And it must 
make itself and the system it represents better understood 
by the people it serves.” 

” 


“The truth about Communism is, today, an indispensable 
requirement if the true values of our democratic system 
are to be properly assessed. Ignorance of Communism, or 
Fascism, or any other police-state philosophy, is far more 
dangerous than ignorance of the most virulent disease.” 


od 


“While aimed at profiteers, the [excise profits] tax 
actually affects them little, as they seem able to avoid it. 
Instead it hits, the principal industrial companies, upon 
whom the progress of our economy depends and a large 
part of whose earnings must be retained in order to main- 
tain our free enterprise system.” 


> 


“There is nothing in the present situation which makes 
an economic bust inevitable. We [should] stop assuming 
that ‘because we have had good business for some time, 
we must have a depression, Talk of a depression is non- 
sense, If we have one it will be because we have failed to 
face our problems courageously and honestly.” 


“The TVA has faith in the capability of an informed 
mankind to evolve a harmonious and working partnership 
with nature, We cherish a deep conviction, born of ex- 
perience, and inspired by our predecessors, that modern 
science, modern management, and the American tradition 
of human freedom can go hand in hand toward a greater 
abundance and a better life.” 
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CLEVELANDS- 


PROVED ON THOUSANDS OF MILES OF SUPERIOR 
PERFORMANCE 





DO THE TRENCHING JoBS — QUICKER— EASIER 
AND AT MINIMUM COST— 


CLEVELANDS multiple transmission-controlled speed combinations give you the 
fastest and the best speed for every job condition. 


Wide crawler mounting — accessible controls— operator visibility make for max- 
imum maneuverability with operating ease and comfort. 


Rugged, all-welded frame and boom of tougher steels absorb all shocks and 
strains, keeping drive units in alignment. Unit-type construction cuts service 
and maintenance time to the minimum. 


\ THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 
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recent 
C-E steam generating units 


cela lati tan-¥- 
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CUTLER STEAM 
ELECTRIC STATION 


FLORIDA POWER & LIGHT COMPANY 























The C-E Unit illustrated here is presently in process of fabrication 
for the new Cutler Steam Electric Station of the Florida Power & 
Light Company at Cutler, Florida. 

This unit is designed to produce, at maximum continuous capacity, 
430,000 lb of steam per hr at 1350 psi and 955 F. 

It is a 3-drum unit with 2-stage superheater and has a finned tube 
economizer and a regenerative type air heater following the boiler 
surface. 

The furnace is completely water-cooled, using closely spaced plain 
tubes on side walls and finned tubes on the front wall and in the 
roof area. As the unit is oil fired, the water screen tubes across the 
furnace bottom are covered with refractory tile. 

There are two other C-E Units of smaller capacity now nearing 
completion in this station. They, as well as the unit here described, 
are of the increasingly popular “outdoor” type. Another unit, dupli- 
cate of this one, is on order for the Riviera Station of the same 
company. B-279A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 





200 MADISON AVENUE * NEW YORK 16, N 





C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FUR- 
NACES, PULVERIZED FUEL SYSTEMS AND STOKERS; 
ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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VEW- LALDEMANCHL hattery 


for dependable CENTRAL STATION a 


One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the. buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material . . . the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface ... extend only part way through the 
plate ... are staggered on opposite sides. The 
active material . . . sponge lead . . . is formed of 
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“Exide” and “‘Permanized” Reg. Trade-Marks U.S. Pat.[O7. 


vertical stri - or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 


The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL CHARACTERISTICS... INCREASED POWER 
(watt) OUTPUT PER UNIT OF SPACE... LESS WEIGHT PER 
AMPERE HOUR OUTPUT... ATTRACTIVE INSTALLATION 


> 


BATTERIES 


1888 — Dependable Batteries for 61 Years — 1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


ever thought of floors in relation to earning power” 











HERE'S WHAT THE ARCHITECT SHOWED 








Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 


" S 
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These are factors any investor can easily translate into terms 
of money saved. They mean more revenue over the years adress tein building modern. 
and earlier revenue right from the start. Let’s look at the details—” we ; ~ ; me ep . over 


electrical service, regardless of how many 
new business hi may be i d 
An electrical outlet can be established on 
every six-inch area. It requires but a small 








Write for the simple facts— hole, takes literally only a few minutes, 
H. H. ROBERTSON COMPANY S nexy culn dianged so coum ead 
- . as many ow as 
located exactly, as they please. Such per- 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania tly flexible floor cans 
j Factories in Ambridge, Pa., Hamilton, Ont., Eth port, England ing permanently modern 
¥ gee Ae ee a 
Offices in 50 Principal Cities CSP 1.) World. Wide Building Service of power in floors, 
will never be electrically outmoded. 
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OU will be interested to know, we think, 

why so many utilities throughout the coun- 
try turn to Recording and Statistical for bill 
analyses. 


The reasons are important: 


1. We can compile accurate and helpful analy- 
ses for you in ¥4 the usual time. 


2. The cost to you is often 44 the expense of 
having the work done right in your own offices. 


At Recording and Statistical, the tabulations 
are made on specially designed electro-mechan- 
ical equipment. As many as 200,000 bills can 
be analyzed each day by our trained personnel. 
Consequently, the cost to you is only a small 
fraction of a cent per item! 


Get the full facts 


A FREE BOOKLET, “The One-Step Method 
of Bill Analysis” will give you detailed facts 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 





——_ 





concerning this accurate and economical meth- 
od of compiling bill analyses. Why not send 
for it right now? 


This electro-mechanical machine—the Bill Frequency 
Analyzer utomatically classifies and adds in 300 regis- 
lt was especially designed for utility 





ters—in one step. 
analysis work. 


New York 13, N. Y. 
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@ American Water Works Association, New Jersey Section, will hold annual luncheon 
























































h 
3 |T meeting, Newark, N. J., Feb. 17, 1949. 
F { American Institute of Electrical Engineers ends winter general meeting, New York, 
4 N. Y. 9. 
5 Ss 4 Radio Correspondents Association begins annual dinner, Washington, D. C., 1949. 
6 S { National Association of Home Builders will hold annual convention and ex- re) 
position, Chicago, Ill., Feb. 20-24, 1949, 
7 M { American Road Builders Association begins annual meeting, Washington, D. C., 1949. 
T { Pennsylvania Electric Association Transmission and Distribution Committee, will hold 
8 annual meeting, Philadelphia, Pa., Feb. 24, 25, 1949. 
W { Missouri Valley Electric Association, Sales and Rural Committee, will hold one-day 
9 meeting, Kansas City, Mo., Feb. 25, 1949. 
10 T* q Edison Electric Institute, Transmission and Distribution Committee, begins meeting, 
Cincinnati, Ohio, 1949. 
F 4 Pennsylvania Electric Association, Prime Movers Committee, ends meeting, Philadelphia, 
Il Pa., 1949. 
S« { Kentucky Independent Telephone Association will hold annual convention, Lexington, 
12 Ky., Mar. 15, 1949. 
* 
S { New xy Gas Association will hold annual convention, Boston, Mass., Mar. ‘) 
13 24, 25, 1949 
14 M { National Association of Broadcasters begins board of directors meeting, New Orleans, 
La., 1949. 
T* 1 save Beats > ~ pgm Electrical Equipment Committee, ends annual meeting, 
15 St. Louis, Mo., 
W q Ohio Judapoodtent Telephone Association will hold annual convention, Columbus, Ohio, 
16 Mar, 28-30, 
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Cutting through Michigan Deer Country 


Natural gas pipe line from Austin field to 
Detroit pipe-line system. 
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An Adjustment Clause f or Taxes 


Such a provision, like fuel and other adjustment clauses, 

approved and used for many years in rate schedules, should, in 

the opinion of the author, be extended to taxes, once a minor 

item, but now one of the most important elements of utility 
service costs. 


By W. TRUSLOW HYDE, JR.* 


@ x of the thought-provoking 
results of the Truman victory 
is investors’ reaction follow- 

ing in the wake of the President’s anti- 
utility campaign. Unless steps can be 
taken to offset this reaction, the whole 
expansion program of the utility in- 
dustries can be jeopardized. 

As far as prospective regulation of 
the utilities is concerned, the election 
was not so decisive. The Republicans, 
had they been successful, might well 
have imposed just as onerous a brand 
of regulation on the utilities as the 
Democrats. But it is the threat of an 





*For personal note, see “Pages with the 
Editors” 
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increasing tax burden which is scaring 
the investor away from utility shares, 
to a notable degree. 

Foremost in the minds of the in- 
vesting public, from whom the new 
equity must be obtained, is the mem- 
ory of the wartime excess profits taxes. 
Although there is no present certainty 
that taxes will be changed by the 81st 
Congress, the fear of a repetition of 
the wartime pattern of declining net 
income, resulting from the impact of 
taxes, could well discourage the sale 
of additional common stock pending 
clarification of the tax structure. That 
is, unless countermeasures were taken. 
Fortunately, there is such a counter- 
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measure, and a most effective one, 
ready at hand. Assuming the coopera- 
tion of the state regulatory commis- 
sions, the utilities can overcome this 
obstacle to their financing program by 
adopting a clear and unequivocal pol- 
icy. This policy would be based on the 
proposition that because present rates 
are predicated on a 38 per cent com- 
bined income and surtax, therefore 
any change from this level must be off- 
set by a surcharge or rebate at the end 
of the year. 


S Baa perennial objection widely be- 
lieved by investors, that the fixed 
and regulated rates of utilities will 
make it impossible to absorb or pass on 
an unknown tax burden, makes it im- 
perative that some such assurances be 
given. Otherwise the situation con- 
tains a serious threat to the continuity 
of earnings and dividends and will 
continue to militate against public ac- 
ceptance of utility stocks. The argu- 
ment that regulatory commissions are 
required to permit rates which will pro- 
duce a fair return is not a satisfactory 
answer to a question raised by a tax 
which is still only a potential increase 
in costs. 

No matter how veiled the threat, 
investors know from experience that 
present regulatory procedure—perhaps 
as a practical necessity—is_ time con- 
isuming. Nevertheless, they cannot be 
expected to make commitments with- 
out assurance that some form of 
prompt relief can be obtained. Even 
in the speediest decisions, several 
months are required to complete the 
legal formalities which are a prerequi- 
site for higher billings. In other cases 
rulings are delayed indefinitely. Con- 
solidated Edison of New York re- 
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quested an increase in gas rates in Oc- 
tober, 1946. The commission’s deci- 
sion was not handed down until more 
than two years later, and then accom- 
panied by an order for a much larger 
decrease in electric rates. Georgia 
Power Company asked for an emer- 
gency rate increase early in 1948 but 
no action was taken by the commis- 
sion until November. Even in cases 
where relatively prompt rate increases 
have been granted, they have proved 
too little and too late. 

Although the commissions have the 
immediate responsibility for these de- 
lays, management has its part to play. 
For example, utility officials often 
hesitate to request rate increases neces- 
sary to cover higher future costs, Since 
management is able to project earn- 
ings over a period of five years, as is 
frequently done before the SEC, and 
budget construction programs and 
capital requirements far into the fu- 
ture (as must be done to maintain ade- 
quate facilities), it is difficult to under- 
stand why management cannot also be 
permitted to anticipate operating costs 
six months, or a year, in advance. 


\ Knowing the delays which inevitably 
/ accompany rate proceedings, the in- 


vestor has grown skeptical of manage- 
ment’s policy of waiting for adverse 
changes in operating conditions to be 
reflected in unfavorable earnings, be- 
fore summoning sufficient fortitude to 
ask for rate relief. 


ee such procedure is 
like going down a one-way street. 
In the past two years, with or with- 
out regulatory pressure, managements 
have moved quickly to cut back tem- 
porarily flush earnings through rate 
reductions or rebates to customers at 
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AN ADJUSTMENT CLAUSE FOR TAXES 








Fear of Higher Taxes 


— utility officials meet the present fear of higher taxes, 

whether or not they materialize and regardless of what form 

they take, there is serious danger that the investor will refuse to invest 

his money in utility stocks. During the past two years most manage- 

ments have pursued a program to improve stockholder relations. This ts 
a forward step.” 





the end of the year. The president of 
one utility whose earnings have de- 
clined to a point which jeopardizes its 
financing ability told this writer that a 
rate increase at the present time might 
prove embarrassing a year or two from 
now when earnings reflected the bene- 
fits of its new plants and continued in- 
creases in demand. 

Furthermore, he added, higher rates 
could not be obtained for a year, by 
which time earnings’ projections in- 
dicated that an increase might not be 
necessary. He also considered the 
alternative of a temporary surcharge, 
inadvisable even though the company 
granted substantial discounts and re- 
bates in recent years when earnings 
represented an excessive return. It 
would seem only reasonable to contend 
that what is sauce for the investor 
goose is sauce for the customer gander. 
If consumers are to reap the benefits 
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of temporarily high earnings, should 
they not expect to make up any tem- 
porary deficiency? Otherwise, stock- 
holders would seem entitled to receive 
the flush earnings to compensate for 
periods when earnings were inade- 
quate. 

Unless utility officials meet the pres- 
ent fear of higher taxes, whether or 
not they materialize and regardless of 
what form they take, there is serious 
danger that the investor will refuse to 
invest his money in utility stocks. Dur- 
ing the past two years most manage- 
ments have pursued a program to im- 
prove stockholder relations. This is a 
forward step. It has been well re- 
ceived by the investing public; but it 
might well be accompanied by a posi- 
tive program to instill sufficient confi- 
dence to overcome.the inelasticity of 
regulation, with respect to fixed rates, 
which has become such a handicap for 
FEB. 3, 1949 
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utility stocks. Justification for this 
attitude must be considered in the light 
of the performance by utilities with 
respect to promises to the investor. 


F pennies: it is always more difficult 
to contend with the unknown than 
the known, the utilities can take affirm- 
ative action to protect themselves 
against the possibility of a change in 
taxes, if they expect the public to in- 
vest more money in their stocks. An- 
ticipation of the eventuality of higher 
taxes is necessary to assure continua- 
tion of dividends to present stockhold- 
ers. Legally, of course, codperation of 
the regulatory authorities must also be 
sought and enlisted. 

Right now, probably, nothing could 
create greater investor confidence in 
utility stocks than immediate official 
requests by the companies to regula- 
tory authorities, throughout the coun- 


‘try, for permission to adjust rates to 


offset any changes, either up or down, 
in Federal taxes irrespective of other 
This 
would not necessitate any change in 
rate schedules. It could be accom- 
plished by a percentage surcharge or 
rebate to offset the effects of changes 
in taxes. 

Furthermore, such adjustments 
might be made retroactive to the effec- 
tive date of the tax change, in order 
to avoid any lag in earnings which 
might temporarily affect the continuity 
of dividends, 

Granted, some objection will be 
made that such a procedure is too radi- 
cal a departure from orthodox rate- 
making procedure, because it is 
predicated on unpredictable future de- 
velopments. On closer analysis, how- 
ever, it plainly appears to be only an 


4 
extension of the principle of fuel ad- 
justment and other inflationary clauses 
which have been used in utility rates 
for many years. All of these clauses 
provide a means for automatic adjust- 
ment of rates to compensate for un- 
known future fluctuations in specific 
costs. Why should they not be ex- 
tended to taxes which, although once 
a minor item, are now one of the most 
important elements of costs? It would 


‘not only stabilize earnings and_im- 


’ prove the credit of utilities; it would 
also avoid the necessity of frequent 


changes in basic rates, which might be 
then considered entirely fair and ade- 
quate on the basis of a 38 per cent 
normal and surtax. These same rates 
could become grossly inadequate and 
confiscatory if these taxes were in- 
creased or supplemented by an excess 
profits tax without any corresponding 
rate adjustment. 


ies be successful, full codperation 
of regulatory authorities with 
such a program is essential. Even 
though management indicates its in- 
tentions to anticipate possible changes 
in taxes, investor confidence in utility 
stocks would not be restored unless the 
commissions also adopted a realistic 
approach and granted the principle of 
the adjustments, subject only to later 
approval of their form when the full 
effects of any tax changes in a par- 
ticular year are known. It is, more- 
over, important to commissions that 
the utilities maintain their credit and 
obtain additional equity. It is their 
legal responsibility to authorize ade- 
quate rates. They stand to receive 
criticism by the public if private utili- 
ties are unable to provide for rapidly 
growing demand. The result of a fail- 
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AN ADJUSTMENT CLAUSE FOR TAXES 


ure of private companies to meet their 
public obligations might easily be an 
acknowledgement of the failure of reg- 
ulation and a revival of pressure for 
municipal ownership. 

The argument that the present weak- 
ness in public utility stocks is due en- 
tirely to emotional fear of punitive 
action which may never materialize is 
not only unsound but somewhat naive. 
This weak condition, after all, is a fact, 
Whether or not the weakness is justi- 
fied, it is with us and, so long as it lasts, 
equity financing will be most difficult. 
It will require some months for Con- 
gress to determine the final 1949 tax 
law, during which time equity financ- 
ing will be stymied unless the fear of 
the effect of onerous taxation is elimi- 
nated by prompt action by manage- 
ment and equally prompt cooperation 
by regulatory commissions. On the 
other hand, if this is done, investor 


confidence in utility securities should 
return. Then necessary and vital fi- 
nancing can proceed. 

In a crisis such as the utilities will 
be facing over the next six to nine 
months, minor controversies should be 
put aside and all interested parties 
should codperate to accomplish a suc- 
cessful conclusion of mutual benefit. 
The present challenge, if successfully 
met through codperative effort, could 
be turned into a golden opportunity for 
both managements and regulatory 
agencies to convince the investing pub- 
lic that the business-managed util- 
ity industry can, and will, adjust its 
operations to meet whatever conditions 
lie ahead and that, while it will con- 
tinue to provide the best possible serv- 
ice at the lowest possible price, it will 
not do so at the expense of stockhold- 
ers whose savings have been entrusted 
to its care. 





ay ee is a product of a number of economic forces. 
Inflation reflects the tripling of the money supply of 


the United States during the war years. It is aggravated by 
shortages of goods and of homes created during the war, when 
so much of America’s productive capacity was diverted to the 
making of munitions and by farm price supports. It is furthered 
by labor union policies seeking wage increases that do not cor- 
respond to gains in productivity of labor. It is intensified by 
heavier government spending. 

“Public thinking about this most vital issue can go astray if 
the manifold causes of inflation are ignored, so that people come 
to believe that they can halt the rise in commodity prices simply 
and easily by some single, painless step.” 

—EDITORIAL STATEMENT, 
The Journal of Commerce. 
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Public Utility Statistics 
As Business Signs 


Production of electric energy and other utility service 
figures considered and their significance in the na- 
tional business picture discussed. 


By HERBERT BRATTER* 


ost collections of statistics of- 

fered as business indicators 

include data on public utilities, 

such as the production or consumption 
of electric power and gas, the number 
of telephone stations or phone calls 
originated, passengers carried on street 
railways or bus lines, and the like. 
Such figures are commonly offered in 
monthly bulletins of chambers of com- 
merce and in local newspapers. They 
may be used in a variety of ways, One 
may be interested in the national busi- 
ness outlook in its entirety or as it 
affects his locality or particular line of 
business. Or one may be watching the 
business situation in a given city or 
community. For such purposes public 
utility statistics have their uses, pro- 
vided they are intelligently employed. 





*Economist and author of articles on bank- 
ing and international finance, Washington, 
D. C. See, also, “Pages with the Editors.” 


I 
Nation-wide Data 


| bs us consider first electric energy 
produced and its significance in 
the national business picture. The first 
thing to bear in mind is that the ever- 
increasing mechanization of industry 
in the United States leads to an up- 
ward bias in the ratio of electric energy 
used to industrial production, over the 
long run. In the shorter run, however, 
there seems to be a fairly close rela- 
tionship between the total consumption 
of electricity and total industrial pro- 
duction in factory and mine. This being 
so, there is an advantage in having the 
figures for electric energy produced by 
the electric light and power industry 
available each week from the Edison 


.Electric Institute; for the Federal Re- 


serve Board’s index of industrial pro- 
duction comes out only once a month. 
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PUBLIC UTILITY STATISTICS AS BUSINESS SIGNS 


Moreover, the weekly kilowatt-hour 
statistics which the institute publishes 
for the nation as a whole are supple- 
mented by percentage changes in elec- 
tric energy production week by week 
in each of the seven regions comprising 
the country (New England, Middle 
Atlantic, ete. ). 

Against the advantage of regional 
breakdown and more frequent perio- 
dicity, however, the business student 
will note the fact that the Federal Re- 
serve Board’s index of industrial pro- 
duction is adjusted for seasonal varia- 
tion ; moreover, that the institute’s elec- 
tric-energy data include not only indus- 
trial, but all other users, as reflected in 
the production of electricity, For ana- 
lytical use the statistics should be 
broken down as much as possible. 


ye the war the Federal Power 


Commission made some correla- 
tion studies for various leading indus- 
tries, comparing the use of electric 
energy with the product of those dif- 
ferent industries and with the Bureau 
of Labor Statistics’ index of man-hours 
in industry. In most industries studied 
by the FPC the correlation was strik- 
ing; but in some the divergence of the 
curves was considerable, Thus, in war- 
time shipbuilding, we find that the 
consumption of electricity was dispro- 
portionate to the tonnage produced in 
the shipyards, reflecting the switch to 
electric welding and the employment 
of many unskilled workers. Aluminum 
production is an industry which uses 
an enormous amount of electricity per 
unit of production, when compared 
with other industries. This was re- 
flected in the FPC’s studies. 

Those persons making long-term 
studies with the help of electric-energy 
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data must also be on the lookout for 
large industries shifting to or from the 
use of electricity, since such shifts may 
affect the conclusions drawn. 

For the most part, seasonal varia- 
tions in the consumption of electric en- 
ergy are accounted for by commercial 
and residential users, rather than in- 
dustrial. 


iy general, the over-all production of 
electric energy may be taken as a 
good index of the way the nation’s 
economy is functioning, and a compari- 
son of the curve of this year with that 
of last will show whether the state of 
industry and business is holding its 
own or is changing. Many power offi- 
cials regard the statistics of the Edison 
Electric Institute as the quickest clue 
to economic change, 

It is somewhat surprising that other 
branches of the government concerned 
with national business and industry 
statstics do not make more use of the 
figures on electric energy produced. 
The Federal Reserve Board, for ex- 
ample, does not include electric energy 
in its “chartbook” or in the statistical 
appendix to the Federal Reserve Bul- 
letin. The- Commerce Department’s 
analysts, while keeping an eye on power 
generation, seldom write it up, al- 
though recognizing that for long-run 
studies of the country, or of an area, 
electric-energy data are a useful indi- 
cation of changes in economic activity. 


Observations of Westinghouse O fficial 


UGGESTIVE of the importance of 
electric-energy statistics in relation 

to problems of prices, wages, and pro- 
ductivity is a paper presented before 
the American Statistical Association 
in 1946 by Charles E. Young, manager 
FEB. 3, 1949 
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of the statistical research department 
of the Westinghouse Electric Corpo- 
ration. In his paper, “Applications and 
Problems of Productivity Data,” Mr. 
Young noted the possibility of using 
in productivity analysis the data on 
kilowatt hours consumed in manufac- 
turing. He suggested screening out the 
amount of power consumed in lighting 
and other nonproductive loads not 
varying directly with productive activ- 
ity. “That power consumption is a 
practical measure of productive activity 
is illustrated by the fact that numerous 
plant managers keep a close check each 
morning on the power load as a gauge 
of the total activity in the plant.” 

Noting that during the peak war 
years 1943 and 1944 the Federal Re- 
serve Board’s indéx of manufacturing 
activity was about 15 per cent higher 
than a corresponding index of kilowatt 
hours consumed in manufacturing ac- 
cording to Federal Power Commis- 
sion data, Mr, Young recommends 
that: “In the search for an index of 
industrial activity that can be checked 
and verified from various angles, the 
available information on electric power 
consumed in manufacturing should be 
brought more prominently into the 
picture.” 


Gas Statistics Less Useful 


( Mn is less useful than electric- 
energy consumption as an indica- 


tion of business conditions, Industrial- 
ly, gas is used more for treating raw 
materials than for turning lathes. It is 
used in iron manufacture, for process- 
ing certain products like lampblack, 
and for generating electricity. As be- 
tween different localities, the use of 
gas varies according to its availability 
and cost, relative to other types of fuel 
and power, 


Federal Power Commission’s 
Monthly Figures 


HE Federal Power Commission 
publishes monthly statistics on the 
production of electric energy in the 
United States, (a) by electric utilities 
and (b) by industrial establishments. 
In both cases, the figures are given 
separately for each state and for nine 
regional groups of states. Less than 
one-fifth of the electric energy pro- 
duced comes from industrial establish- 
ments, whose output of energy shows 
hardly any variation within the year or 
from year to year during the period 
covered by the FPC—1942 to date. 
Public utility generated electric energy, 
on the other hand, showed a marked 
upswing during the early war years 
until 1944, a decline after VE-Day, 
and a renewed long-term uptrend since 
mid-1946, 
This trend in generated electric en- 
ergy needs to be borne in mind by busi- 
ness analysts using the data. 


7 


as a good index of the way the nation’s economy is function- 


q “_.. the over-all production. of electric energy may be taken 


ing, and a comparison of the curve of this year with that of 
last will show whether the state of industry and business 
is holding its own or is changing. Many power officials re- 
gard the statistics of the Edison Electric Institute as the 
quickest clue to economic change.” 
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II 
Local and Regional Information 


T= use of public utility statistics 
for the study of a city or market 
area can often be very helpful, because 
industrial production and business sta- 
tistics are more often available on na- 
tional than local basis. In using local 
utility time series care must be taken 
to allow for unusual factors, such as 
the extension of street lighting, local 
switching as from oil to gas heating 
of homes, substitution of busses for 
streetcars, and the like. 

One needs to recognize, for exam- 
ple, that in commercial establishments 
as much electricity is used for lighting 
when business is bad as when it is good. 

Under war conditions exceptional 
factors must be reckoned with: dim- 
qouts and black-outs in the community ; 
night work in factories and mines ; and 
night shifts for restaurants and stores 
serving the industrial workers. 

Utility statistics like any other fig- 
ures cannot be used blindly without 
thought and study. 


A Clue to Vacancies 


| many places the only clue to hous- 
ing vacancies is to be found cur- 
rently in the statistics on public utility 
connections, gas and electric. In using 
these figures, net changes in total con- 
nections should be obtained. Allowance 
may have to be made for temporary 
disconnections, as during the vacation 
period. In Ohio, for instance, the bu- 
reau of business research at Ohio State 
University for many years has pub- 
lished regular data for the state on 
public utility connections in use, the 
number added during the month, and 
the number idle. 
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Developing Information from 
Utilities 

HE value of local utility compa- 

nies as sources of community 
business information is recognized by 
the Chamber of Commerce of the 
United States in its brochure, “How to 
Make a Local Area Trade Survey.” 
The chamber states that utility officials 
know the area served by their compa- 
nies and have considerable other in- 
formation of value. “Most of the 
private and public utility companies,” 
it says, “have conducted thorough 
analyses of the present and future mar- 
ket for their utility services and for 
various appliances which are related. 
Although the nature of this research 
differs between communities, very val- 
uable information is available concern- 
ing the number of consumers by vari- 
ous classifications of income, residence, 
etc.” 

The chamber brochure notes also 
that current data are generallyavailable 
on the number of installations being 
made each week and the total number 
of consumers. Many companies are 
able to provide mailing lists of new 
residents and consumers derived from 
these records, Summary up-to-date in- 
formation on removals from the com- 
munity may also be obtained. In con- 
nection with market surveys the 
chamber also suggests that analysis be 
made of the purchases by each utility 
company to determine the possible 
business available from these compa- 
nies as consumers of supplies, etc. 


Significance of Statistics Taken 
For Granted 
| view of the prominence of public 
utility statistics in the business in- 
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Gas Statistics Less Useful 


4 ‘<.* is less useful than electric-energy consumption as an indica- 

tion of business conditions. Industrially, gas is used more for 

treating raw materials than for turning lathes. It is used in iron manu- 

facture, for processing certain products like lampblack, and for gen- 

erating electricity. As between different localities, the use of gas varies 

according to its availability and cost, relative to other types of fuel and 
power.” 





dictators of chambers of commerce the 
writer inquired of a few chambers for 
light on the use to which businessmen 
may put such local data. There is a 
suspicion that the figures often are 
published for no better reason than 
that they are available. 

The Dayton (Ohio) Chamber of 
Commerce, which each month pub- 
lishes facts on electric power sales, elec- 
tric meter consumers, and gas meter 
consumers, asked how businessmen 
may make use of these figures, had 
no answer but merely supplied a set 
of the figures to speak for themselves. 

The Shreveport (Louisiana) Cham- 
ber of Commerce commented : 

The uses to which businessmen may put the 
various indicators . . . are limited only by 
the vision and analysis of the individual 
businessman, but their use is very valuable 


to most anyone doing business in this area 
exclusively or... as a part of their regional 


or national operation. 
The chief use, of course, of most of this 
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data is to indicate whether the community 
is growing in population as well as in busi- 
ness activity and volume, or whether the 
population is static or decreasing. The manu- 
facturer or distributor who is interested in 
analyzing a local market can keep a file of 
this information and determine from it the 
rate of growth of the community, so that 
he can determine whether he is obtaining his 
fair share of the increase in business that 
can be anticipated from a growth in popula- 
tion and business activity. Those businesses 
interested in analyzing certain markets to 
determine where it might be most desirable 
to locate their next unit of operation can 
study such material, together with similar 
material from other communities, and de- 
termine to some extent from this material 
where it might be most desirable for them 
to locate a new operation. 

Local business can use such data to ad- 
vantage in determining its planning for ex- 
pansion of business, or the addition of fa- 
cilities based on the assurance that may be 
gained from a continued successful growth 
in population is such is indicated by the data 
compiled 


Tulsa Chamber Studies Utilities 
Carefully 


HE Tulsa (Oklahoma) Chamber 
of Commerce publishes regularly 





_-_- Ft ce arwewrwriww we hm imwethSs 


PUBLIC UTILITY STATISTICS AS BUSINESS SIGNS 


very detailed statistics on public utility 
services in the community as well as 
occasional special circulars like Tulsa 
Fuel and Power, whose content is 
headlined “Tulsa and Eastern Okla- 
homa Offer Low-cost Fuels in Abun- 
dance, Plenty of Electrical Power.” 
We, therefore, asked this utility- 
conscious chamber why businessmen 
should find its detailed monthly break- 
down of various time series of use. The 
chamber replied as follows: 


The most important use of such elements 
as numbers of utility meters is as indicators 
of activity in the absence of more reliable 
Census data, which are available only for 
specific intervals. We use numbers of gas, 
electric, and water meters in making periodic 
estimates of Tulsa’s population. These data 
may be used as an indication of rate 
of growth. The rate of growth in Tulsa 
population outside the city limits this year, 
for example, may be approximately 15 per 
cent greater than the rate within the city 
limits. For such work a division of meters 
as to residential, commercial, and industrial 
best should be employed, and such a break- 
down is reported regularly to us. 

Utility companies make very special uses 
of these data, and these types of findings may 
or may not be available to separate bankers 
and businessmen. One reliable source, for 
example, has reported in confidence that at 
least 350 used car dealers in Tulsa will be 
expected to go out of business when the 
automobile market returns to normalcy, and 
there may be other possible forecasts even 
more surprising to us in view of market 
conditions and the great amount of activity 
here since the last Census of Business which 
was reported in 1940. 

The numbers of telephones indicate an eco- 
nomic factor of consumer buying power and 
the demand of business establishments for 
such service. Each telephone set including 
extensions usually is included in the total. 
A division as to numbers of residential and 
business telephones is reported to us. 

Residential gas consumption in Tulsa, 
where inexpensive natural gas is abundant, 
indicates a quality of the market, I believe 
—34.2 per cent increase in September over 
a year ago means that more people are using 
gas-consuming appliances including floor 
furnaces, ranges, refrigerators. This in- 
crease was not a result of seasonal climatic 
conditions. 

Residential electricity consumption here 
has been influenced by the use of home air- 
conditioning units, refrigerators, other ap- 


pliances—again an index of growth and 
quality of market, standard of living. 

Commercial consumption of natural gas 
and of electricity are reliable indicators of 
business activity in Tulsa. The industrial 
consumption of natural gas may be used to 
indicate a trend in industrial activity here 
because of the dominance of that fuel in 
industry. Little fuel sold on industrial con- 
tracts is used for the heating of working 

ace; such warmth is incidental. Most in- 

ustrial furnaces here have been converted 
from the coal and fuel-oil burning types 
to gas. This practice results in the natural 
cleanliness of Tulsa. 

Trends in water consumption are general- 
ly important to all of the Southwest where 
water is a number one problem, excepting 
in Tulsa where facilities have been incr 
to serve thousands of expected newcomers. 

As cities grow and traffic problems come 
along, the employment of mass transporta- 
tion becomes more important, so we follow 
the trend in numbers of city bus revenue 
passengers. The trend of this element was 
declining until recently. The price of gaso- 
line, level of employment, and payrolls, avail- 
ability of new cars, and school enrollment 
are among factors affecting this element. 

A general reason for including the above 
elements in our report is simply to present 
data on numerous phases of the city’s econ- 
omy on which the information can be de- 
veloped on a continuous basis. 


Long-range Planning 


greens interested in business and 
industrial planning far into the fu- 
ture may find it helpful to review the 
several state and regional power mar- 
ket surveys published by the Federal 
Power Commission. 

In the FPC’s “Power Requirements 
Survey—State of Utah,” for instance, 
one will find tables estimating for 1950, 
1960, and 1970: (a) the labor force 
in the state in manufacturing, mining, 
transportation, construction, agricul- 
ture, forestry and fishing, and the serv- 
ice industries; (b) commercial energy 
sales, including such related factors as 
the number of commercial workers, use 
of energy per commercial worker, num- 
ber of commercial customers and use 
per customer, ratio of residential to 
commercial sales, etc.; (c) industrial 
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energy requirements, broken down in- To ascertain whether there is such 
to ten industry groups such as coal a survey for an area in which the reader 
mining, iron and steel and their prod- is interested, inquiry may be made of 
ucts, nonferrous metal smelting and re- the Federal Power Commission, Wash- 
fining, etc. ington 25, D. C. 





Business Responsibility for Security 


c¢ HERE are limits beyond which business cannot go 

in providing security, but in general it can do more 
than it has been doing. This problem in human relations 
should challenge the best that is in us. 

“We must constantly keep this open door policy before our 
employees. I believe this is the greatest weapon that business 
has today against the ‘isms’ attacking America. Give oppor- 
tunity to the man who wants opportunity, and he will make 
the most of it and be a great booster for the American way. 

“Another way of expressing this principle is to say that 
employees should not be treated as pickets in a fence or as 
cogs ina machine. They must be accepted as associates who 
have self-respect and self-confidence. Each should be given 
the opportunity to advance if he or she is willing to pay the 
the price in intelligent hard work, 

“But assuming your employee has sufficient income and a 
reasonable degree of security—is he content? No, he wants 
more than these. He craves satisfaction in his work. He 
wants the respect of his fellows and to feel that he belongs 
—that he is a member of the team. 

“These wants are much less definite than wages and hours 
of work, pensions, and insurance. But they are equally im- 
portant. To ignore them is to invite discontent and in- 
efficiency. This underlying sense of frustration and restless- 
ness ts basic, and granting demands for shorter hours and 
higher wages will not by themselves eliminate it. 

“We of industry must remember that it was the hare’s atti- 
tude that caused him to lose to the tortoise. It was the atti- 
tude of the tortoise that caused him to win. It is our job to 
give such account of our stewardship that we will create and 
maintain a favorable mass public attitude toward business 
and the free enterprise system.” 

—Harry A. BULLIs, 
Chairman, General Mills, Inc. 
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The Atr-line Regulation Crux 


Many distinctive factors, including competition, routes, and 

mail subsidies which affect the development and solvency of this 

expanding industry, must be considered by the Civil Aeronautics 

Board. It may weil remain, in the opinion of the author, for 

the imposition of basic utility concepts of regulation to give 
the air lines the stability they urgently need. 


By SELIG ALTSCHUL* 


MORE realistic regulatory atmos- 
A phere may be in the making for 
the nation’s air lines, The Civil 
Aeronautics Board is assuming the 
initiative in attempting to reshape the 
air-line network with fewer but 
stronger carriers emerging. In this 
process, the public utility concept may 
be advanced as the dominating factor. 
A bold step in this direction was 
taken by the board in its September 
28, 1948, action instituting an investi- 
gation as to the possible dismantling 
of National Airlines, Inc., by the trans- 
fer of that company’s routes to other 
carriers. 

It is probable that National was 
chosen because of the ramifications 
evolved by its strike-embroiled opera- 
tions. Certainly, other carriers were, in 
some respects, even more logical candi- 
dates for dismemberment in that their 
disappearance would cause no detri- 





*For personal note, see “Pages with the Edi- 
tors.” 


ment to the country’s air-line network. 
Further, such proceedings directed at 
those carriers where the desirability of 
removing excess route mileage is more 
clearly defined, would have clarified 
the issues and endowed the board’s 
program with a greater degree of suc- 
cma 

The trial effort—and it may prove 
just that—in the National case, may 
very well influence the board’s course 
in pursuing subsequent proceedings of 
this nature, 

In any event, the air carriers are 
faced with the prospect of a thorough 
going over by the regulatory author- 
ities in the hope of once again restoring 
the industry to a stable basis. A major 
recasting of the air-line route structure 
may be the final accomplishment in the 
attempt to eliminate the prevailing fi- 
nancial chaos, a current characteristic 
of the group. 

With the passage of the Civil Aero- 
nautics Act of 1938, the commercial 
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air carriers were accorded great prom- 
ise of stability. Unquestionably, this 
far-reaching piece of legislation revived 
a floundering air transport industry 
from incipient collapse. Up to that 
point, according to the late Colonel 
Gorrell, then president of the Air 
Transport Association of America, of 
the $120,000,000 of private investment 
made in the air lines, more than $60,- 
000,000 was gone. 


— Civil Aeronautics Act repre- 
sented a forward stride in the 
regulatory processes and was launched 
with great expectations, The industry 
had a long familiarity with chaotic 
regulation administered by conflicting 
government departments. 

A new era with new rules was now 
in effect. The Civil Aeronautics Act 
of 1938 authorized the issuance of 
certificates of public convenience and 
necessity to air carriers permitting the 
transportation of persons, mail, and 
property. This represented a franchise 
granted the fortunate recipients per- 
mitting them a legal “right of way” in 
the sky, 

Like other legislation dealing with 
transportation, the Civil Aeronautics 
Act contains a formal declaration of 
policy. In this declaration, there re- 
mains no doubt of the intent of Con- 
gress to recognize the public interest 
in air transportation beyond that of the 
postal service. This statement of policy 
directs the authority (predecessor to 
the board) to consider the following: 


a. The encouragement and develop- 
ment of an air transportation system 
properly adapted to the present and 
future needs of the foreign and do- 
mestic commerce of the United States, 
of the Postal Service, and of the na- 
tional defense; 
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b. The regulation of air transporta- 
tion in such manner as to recognize 
and preserve the inherent advantages 
of, assure the highest degree of safety 
in, such transportation, and to improve 
the relations between, and codrdinate 
transportation by, air carriers ; 

c. The promotion of adequate, eco- 
nomic, and efficient service by air car- 
riers at reasonable charges, without 
undue discriminations, undue prefer- 
ences or advantages, or unfair or de- 
structive competitive practices ; 

d. Competition to the extent neces- 
sary to assure the sound development 
of an air transportation system prop- 
erly adapted to the needs of the foreign 
and domestic commerce of the United 
States, of the Postal Service, and the 
national defense ; 

e. The regulation of air commerce 
in such manner as to best promote its 
development and safety ; and 

f. The encouragement and develop- 
ment of civil aeronautics. 


HIS broad mandate has been re- 

peatedly interpreted by the CAB 
and petitioning air lines in support of 
conflicting points of view. 

Little doubt remains as to the public 
interest vested in the air lines. As far 
as regulation is concerned, the group 
may be catalogued with other public 
utilities. Nevertheless, a number of im- 
portant distinctions exist between the 
air lines, on the one hand, and railroads 
and other old-line public utilities, on 
the other hand. 

Unlike the electric power industry, 
for example, the air carriers do not 
enjoy any monopoly in their area of 
operations, Intensive competition pre- 
vails among the air lines due to the 
duplication and triplication of certifi- 
cated services over the same routes. 
This is without regard to the compe- 
tition provided by rival forms of trans- 
portation such as railroads, busses, etc. 
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Railroads and other public utilities 
require extensive investments in fixed 
properties to develop a given amount 
of business, The air lines, while having 
certain property of a long-term perma- 
nent nature, do not have comparable 
fixed investments, For instance, recent 
studies show that for each dollar of 
gross revenues, the railroads require 
a total investment of better than $3.50. 
By contrast, the air lines need only sup- 
ply less than 80 cents to develop gross 
revenues of $1. As a result, capital re- 
quirements of the air lines differ from 
the established public utilities and as- 
sume an entirely different financial 
pattern. 


Ol characteristics of air 
lines more closely approximate 
those of competitive industrials rather 
than public utilities, For this reason, 
in order to attract capital to the indus- 
try, the air lines have pleaded for a 
higher rate of return on the investment 
than prevails in the public utility field 
as the risks are represented to be much 
greater, For example, in its recent 
proceeding before the CAB for higher 
mail pay, Capital Airlines declared: 
“Past experiences have demonstrated 
that the risk to air-line capital is far 
greater than the risk to investments in 
monopolistic utilities well entrenched 
in their areas of operation.” * 


1 Docket 484, PCA exhibit 19. 


A number of interesting features 
surround the status of the Civil Aero- 
nautics Board in its regulatory proc- 
esses. Congress intended this agency 
to be independent, free from executive 
interference so far as its quasi legisla- 
tive and quasi judicial powers are 
concerned. These distinctions prevail- 
ing for the air lines all combine to give 
the group the status of a pseudo or 
quasi public utility. 

One of the basic ailments of the air 
lines is diagnosed, by some observers, 
as too much competition within the 
industry, This condition is attributed 
to the multiplication of competitive 
routes by the CAB. This policy appears 
to clash with the basic utility concept 
in a regulated industry where certifi- ~ 
cates of public convenience and neces- 
sity or franchises represent an integral 
factor. 

In accepting a certificate, an air car- 
rier gives up certain privileges such as, 
(1) the right to discriminate unduly 
between individuals, groups, sections 
of the country; (2) the right to adjust 
prices constantly and abruptly from day 
to day; (3) the right to operate when, 
where, and as it pleases; and (4) the 
right to withdraw quickly those serv- 
ices it finds unprofitable. 


HE flexibility lost by accepting a 
certificate is frequently a high 
price to pay as the relinquishment of 
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“UNLIKE the electric power industry . . . the air carriers 
do not enjoy any monopoly in their area of operations. In- 
tensive competition prevails among the air-lines due to the 
duplication and triplication of certificated services over the 
same routes. This is without regard to the competition pro- 
vided by rival forms of transportation such as railroads, 
busses, etc.” 
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such freedom of action is very impor- 
tant in assuring profitable results. In 
return, however, freedom from exces- 
sive competition and, in the case of 
some utilities, freedom from all com- 
petition, is a natural expectation. In- 
stead, an amazing amount of competi- 
tion has developed to the point where 
the air lines find themselves operating 
in an atmosphere almost akin to that 
of an unregulated industry. This con- 
dition has led industry partisans to 
contend that full benefits have not been 
received in return for the surrender of 
certain freedoms, 

Another side of the coin is found in 
that aspect of the Civil Aeronautics Act 
not peculiar to any regulatory measure 
covering surface transportation or any 
other public utility for that matter. This 
is embodied in § 301 which empowers 
and directs the CAB to encourage and 
foster the development of civil aero- 
nautics and air commerce in the United 
States and abroad. 

Such encouragement quite obviously 
is expressed in the rate of payment for 
the carriage of mail awarded the sepa- 
rate carriers. Such compensation is de- 
signed to be in accordance with the 
“need” of each air carrier and does not 
have to bear any direct relationship 
with the actual cost of this mail service. 
The purpose of these mail payments 
was clearly stated by the board in estab- 
lishing mail rates for American Air- 
lines in an action released on March 
12, 1942. The board declared: 


The “compensation” to be paid to the air 
carrier in the air-mail rate is not merely 
compensation for the transportation of mail. 
The use of mail payments is a statutory de- 
vice for the accomplishment of national ob- 
jectives that transcend the interests of the 
Postal Service. Those objectives, expressly 
stated in the act, encompass the maintenance 
and continued development of air transporta- 
tion to the extent and of the character and 


quality required for the commerce of the 
United States, the Postal Service, and the 
national defense. The “compensation” which 
the carrier receives thus becomes compensa- 
tion not only for carrying the mail but for 
the building up of a system of air transporta- 
tion which will serve the nation’s commerce 
and security as well. 
It is evident that the mail rate 
awarded by the board is a potent de- 
vice in regulating the financial health 


and make-up of the nation’s air lines. 


HE modern air-line network crys- 

tallized in three distinct stages. 
The nucleus was present in the “grand- 
father” routes of about 39,000 miles 
allowed to remain in operation follow- 
ing the creation of the Civil Aeronau- 
tics Act of 1938. The board and its 
predecessor, the authority, moved cau- 
tiously and slowly during the prewar 
period of 1938-1942 and added but 
7,200 miles in certain extensions and 
new routes. With the coming of war 
activities, new applications were frozen 
and expansion of the route pattern 
virtually ceased. Along in late 1942, a 
few route applications were unfrozen. 
In a series of designated area cases, 
starting in May, 1943, new mileage 
was added to the air-line network. 
When this process finally ground to a 
halt, almost 69,000 new route miles 
were created, making a total trunk line 
network of some 115,200 miles. This 
excludes feeder carriers and the inter- 
national and territorial routes. 

In addition to the increase in route 
mileage, the postwar period witnessed 
a tenfold increase in the investment for 
flying equipment and the doubling of 
the labor force, 

During this period of rapid expan- 
sion and competition for new routes, 
awards were often based on extremely 
optimistic estimates of traffic and costs. 
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Higher Rate of Return for Air Lines 


eee characteristics of air lines more closely approximate 
those of competitive industrials rather than public utilities. For 
this reason, in order to attract capital to the industry, the air lines have 
pleaded for a higher rate of return on the investment than prevails in the 
public utility field as the risks are represented to be much greater.” 





Of greater consequence, many of the 
route extensions showed little relation 
to any over-all standard of national 
route planning. 


DW sgatecwngs in the existing route 
pattern are, in a large measure, 
due to an effort to make adjustments 
for the type of aircraft available at the 
time. For a good many years, the twin- 
engine DC 3 was the only transport 
type available and route segments were 
adapted accordingly. With the coming 
of the 4-engine DC 4, the time and dis- 
tances of the air-line map were shrunk 
considerably. The installation of the 
pressurized DC 6 and Constellation in 
regular passenger service made neces- 
sary a further drastic recasting of route 
conceptions. 

For example, when the DC 3 was 
supreme, United, TWA, and Ameri- 
can, all had transcontinental routes to 
the West coast. United had a terminal 
on the West coast at San Francisco 
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while the other two, by different 
courses, terminated at Los Angeles. 
There was little direct competition 
among the three carriers for intermedi- 
ate business between Chicago and the 
West coast. The coming of the huge, 
fast aircraft capable of flying great 
distances, changed all this, Now all 
three lines serve San Francisco and 
Los Angeles direct from Chicago to 
say nothing of the points further east. 

Many weak carriers advanced the 
premise that with more mileage, more 
economical operations would ensue 
thus relieving the pressure for support 
through mail payments. It was also 
contended that one-carrier service 
(through operation by the same air 
line) would be provided between vari- 
ous points, affording greater conven- 
ience to the traveling public. The failure 
of passenger traffic to reach anticipated 
volumes revealed the vulnerability of 
many of these new route awards. Sig- 
nificantly, previous ailments instead of 
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being cured were compounded by this 
approach, Results have demonstrated 
that there is no economic cure in simply 
making big lines out of little ones with- 
out regard to the over-all pattern. 


L neane the present CAB is fre- 
quently criticized for the finan- 
cial chaos appearing in various seg- 
ments of the air transport industry as 
a result of excessive route mileage, it 
is fair to point out that the expansion 
took place under the sponsorship of 
previous CAB administrations, Fur- 
ther, virtually every carrier, at one time 
or another, has painted an optimistic 
picture of a continuing upward surge 
of traffic in support of extensive route 
extensions. With this backward glance, 
the carriers themselves and previous 
CAB leadership can be held to be joint- 
ly responsible for conditions existing 
today. Recalling the optimistic atmos- 
phere prevailing in the postwar period, 
only an autocratic board, possessed 
with infinite powers to peer into the 
future, would have been capable of 
averting the overduplication of routes 
existing today. Moreover, in past deci- 
sions, when the board was forced to 
choose between two carriers for certain 
route segments, the successful appli- 
cant beamed satisfaction at the agency’s 
wisdom while the losing carrier was far 
from charitable, 

In awarding routes in the interna- 
tional or overseas areas, the ultimate 
responsibility remains with the Presi- 
dent of the United States. Presumably, 
the President is aware of considera- 
tions of national interest which he may 
or may not see fit to disclose to the 
CAB in its deliberations. For this rea- 
son, the present make-up of United 
States certificated foreign routes large- 


ly reflects the influences exerted by 
White House administrations. 


7 this process, certain international 
routes have been created which can 
find little support from the commercial 
traffic available. An outstanding exam- 
ple of this is found in the service avail- 
able between the Pacific Northwest 
and Hawaii. Early last year, a CAB 
examiner recommended that there was 
an insufficient traffic potential in this 
area to support even one operator with- 
out high subsidies. After some delay, 
the White House directed that North- 
west be certificated for this route, In 
October, President Truman again in- 
tervened in directing that the CAB 
certificate Pan American Airways for 
a parallel Pacific Northwest-Hawaii 
route. This low traffic density area will 
be confronted with air competition 
from other sources as well. The Cana- 
dian Pacific Airlines, subsidiary of the 
potent Canadian Pacific Railway, plans 
to inaugurate air service from British 
Columbia across the Pacific via Hawaii, 
Replacing its former extensive pre- 
war steamship service in this area, 
Canadian Pacific may be expected to 
aggressively promote its international 
air line. Of lesser significance is the 
projected Australian national air serv- 
ice coming from the opposite direction 
serving Hawaii and British Columbia. 

In any event, the era of widespread 
expansion in the domestic field is at 
an end, temporarily at least. 


I" the adjustment processes that are 

bound to ensue, it is highly possible 
that the CAB may attempt to apply 
regulatory approaches more closely 
orthodox to the basic public utility con- 
cept. 
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In this respect, the board is now en- 
gaged in a comprehensive analysis 
of the domestic route pattern. The re- 
sults of this study may very well point 
up the specific trouble spots for correc- 
tive action. 

The adjustments that may ensue will 
most likely usher in an era of consoli- 
dation, Route realignments, equipment 
interchanges, and mergers will be the 
devices used. 

The national investigation appears 
to be a definite step at an attempt of 
route realignment. As previously indi- 
cated, the ultimate outcome in this in- 
stance is subject to considerable doubt. 

The board may prod, but it appears 
that it cannot legally force a carrier to 
dismember itself. The same effect, how- 
ever, may be accomplished through 
other means. 

At present, the board is displaying 
less reluctance to use the mail pay de- 
vice toward this objective. This repre- 
sents a shift of philosophy on the part 
of the present CAB. A few years ago, 
a former chairman, James M. Landis, 
proposed to withhold subsidy mail pay- 
ments as a means of reducing or remov- 
ing duplicating mileage represented by 
Chicago & Southern’s routes in the 
Caribbean area. The majority of the 
board disagreed with this approach and 
maintained the high mail subsidy rate. 
In his dissent at that time, Mr. Landis 


declared: “. ; . the United States is not 
bound for all time by awards that may 
have been made, nor is the board under 
the act helpless to correct its mistakes 
and to liquidate, without undue hurt to 
all involved, an investment that may 
have been made on the strength of an 
award.” 


HE CAB unquestionably can bring 

pressure on an air line indirectly 
through the amount of mail payments 
it may award or withhold. The board’s 
power to revoke a certificate of public 
convenience and necessity on strictly 
legal grounds remains a tenuous issue. 
Even the present members of the CAB 
are in decided variance on this ques- 
tion. 

As recently as July 23, 1948, in re- 
affirming its previous award of the 
Kansas City-Memphis route to Chicago 
& Southern, three members of the 
board, constituting a majority, de- 
clared: “We have grave doubts, how- 
ever, as to our possession of such power 
(to revoke a certificate) .. .” Ina dis- 
senting opinion, the minority declared : 
“Nor do we share the doubts apparently 
entertained by the majority as to the 
board’s power to revoke, upon recon- 
sideration, the certificate previously 
awarded to Chicago & Southern.” 

The board’s power to suspend routes 
has never been put to the test. Any 


e 


seas areas, the ultimate responsibility remains with the Presi- 


q “IN awarding [air-line] routes in the international or over- 


dent of the United States. Presumably, the President is 
aware of considerations of national interest which he may 
or may not see fit to disclose to the CAB in its deliberations. 
For this reason, the present make-up of United States certifi- 
cated foreign routes largely reflects the influences exerted 
by White House administrations.” 
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revisions attempted in this manner will 
be accompanied by considerable legal 
wrangling with the final determination 
adjudicated by the courts or ultimately 
resolved by Congress. Significantly, 
Chairman O’Connell recently declared : 
The board also has the clear legal authority 
to revoke the certificate of a carrier which 
deliberately and repeatedly violates the law 
or the board’s regulations. Thus far this 
section has never been utilized. Until we have 
found that the other tools we possess are 
inadequate to do the kind of route realign- 
ment which must be done, I personally am 
not disposed to request Congress for power 
to revoke a certificate for other than cause. 
But I would not be bashful about request- 
ing the power because of any theories which 
may exist with respect to the sanctity in 
perpetuity of a certificate of public conven- 
ience and necessity. 
Beg-nigy into greater prominence is 
the equipment interchange ar- 
rangement. This was first tried by 
United and Western about ten years 
ago in providing a single plane service 
from the East to Los Angeles via Salt 
Lake City. More than a year ago, the 
board gave this approach real impetus 
by approving the single plane service 
operated by Pan American Airways 
and Pan American-Grace (Panagra) 
from Miami to South American points. 
The plane is operated by Pan Ameri- 
can north of the Canal Zone and by 
its associate south of that point. This 
provides through passenger service 
without changing planes and precluded 
extending Panagra into Miami as 
previously desired by that carrier. 
Similarly, the equipment inter- 
change arrangement approved for 
TWA and Delta at Cincinnati early 
in 1947 avoided creating new route 
mileage. Through service without 
change of planes was made possible 
from Detroit, Toledo, and Dayton on 
TWA’s system to Atlanta, Miami, and 
other points on Delta’s routes. 
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Now awaiting action by the CAB 
is an equipment interchange proposal 
filed by Capital and National. If ap- 
proved, through service would be pro- 
vided over key segments of the two 
systems. 

Only recently, American and Delta 
placed their joint proposal in the 
board’s hopper for one-plane transcon- 
tinental service between the Southeast 
and the West coast over the routes of 
the two systems. This move evidently 
fits in with the CAB’s recent action 
in instituting a proceeding in examin- 
ing whether single-plane service in this 
general area would best be served by 
an equipment interchange proposal. 


Wess active participation of at least 
ten applicants for a new southern 
transcontinental route, illustrates the 
reluctance of any carrier to forego the 
opportunity of acquiring new route 
mileage, to say nothing of eliminating 


segments. The industry is forever con- 


tending that there is too much compe- 
tition. Yet, each major air line is con- 
stantly attempting to extend its routes. 
Sacrifices are prescribed for the next 
fellow but rarely self-administered, In 
the so-called “Southern Service to the 
West” case, which covers this particu- 
lar proceeding, new southern routes 
are being actively sought by: Eastern, 
Braniff, Delta, Continental, Capital, 
National, and Chicago & Southern. 
Most of these carriers are presently far 
removed from the area they propose 
to serve. 

While attorneys for these carriers 
may continue to enjoy a field day in 
these new route proceedings, the gen- 
eral atmosphere is no longer conducive 
to additional mileage being granted. 

Along with the adjustments pre- 
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viously indicated, the merger device has 
received renewed support as a medium 
to correct a number of weak links. The 
merger path for air lines is paved with 
many obstacles, Many have tried, but 
thus far, none have succeeded in mak- 
ing the grade since commercial aviation 
came into its own with the passage of 
the Civil Aeronautics Act of 1938. 

The hurdles are many and complex. 
Strong personalities of air-line chiefs 
always clashed when a showdown came 
as to who was to become the grand 
potentate in any merged system. Once 
agreement at the top level is accom- 
plished, proposals must run the gamut 
of obtaining the sanction of the sepa- 
rate boards of directors and subsequent 
approval of stockholders, 


HE biggest obstacle remains in 

obtaining CAB aproval. The 
board must find any such proposed ar- 
rangement as not violating § 408-B of 
the act which holds that mergers shall 
be approved unless “such mergers shall 
not be consistent with the public inter- 
est.” Further, the law directs the board 
not to approve any arrangement which 


would “result in creating a monopoly 
... Or jeopardize another air carrier not 
a part to the agreement.” This broad 
directive poses many enigmas for the’ 
CAB. Proposed mergers generally can 
be expected to provide more effective 
competition for some other carrier in 
the same area. The board is on record 
as favoring “desirable” mergers and 
consolidations but the industry has yet 
to present one which will satisfy the 
CAB’s definition and requirements. 

Proposed route realignments, equip- 
ment interchanges, and mergers prom- 
ise to follow a tortuous course before 
they are widely implemented in rear- 
ranging the nation’s air-line network. 

The vibrant forces of aviation cre- 
ated a special regulatory atmosphere 
of its very own to guide the strong 
growth trends of its commercial trans- 
port phases, In retrospect, courses pur- 
sued under these pervading influences 
have not always developed as originally 
conceived, 

It may well remain for the impo- 
sition of basic utility concepts to 
give the air lines the stability they so 
urgently need. 





iT 4 S INCE the world fell apart in 1914, we in America have 
done some things well and some things not so well. 


We have a great deal to be proud of. Most of all we have 
to be proud of our part in winning two world wars, and 
in helping the world abroad to survive the hideous conse- 
quences of war, the dreadful loss of life and health and 
wealth. We may be proud that we have kept our country 
sound and our money sound by paying taxes and buying 
bonds to meet the costs of war. We are prosperous and fully 
employed. We are free and energetic and busy as bees. Let 
us stay so. If we would stay so we must reject the planned 
and frozen economy in all its aspects.” 

—R, C, LEFFINGWELL, 

Chairman, J. P. Morgan & Company. 
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Thomas Edison’s 102 Years 


Astounding accomplishments and public benefits 

which came from the mind and hand of the master 

inventor who held 1,097 patents, the largest number 

ever issued to an individual by the United States 
Patent Office. 


By JOHN C. F. COAKLEY* 


URING the month of February, 
we observe the birthdays of 
three great Americans — 

Washington, Lincoln, and Edison. 
Washington was great not only be- 
cause of his military leadership which 
helped win America’s freedom, but 
also because he had the vision to unite 
thirteen struggling colonies into the 
nucleus of our nation. 

Were it not for Lincoln, there might 
not be a United States of America. 
Lincoln had the courage to fight to 
keep the states united and to assure all 
men equal rights. 

The third, Edison, helped make 
these United States powerful through 
inventions giving its people industrial 
and scientific leadership, as well as the 
worlds highest standard of living. 

Without these three great sons of 
February, this country might never 
have reached its stature as leader 
among the nations of the world. 





*For personal note, see “Pages with the Edi- 
tors.” 
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Our country has known many rapid 
changes in its swiftly moving history, 
but the years have been crowded with 
progress since Edison invented the first 
practical incandescent lamp. He saw 
the need for and proceeded to invent 
an entire system of electrical genera- 
tion and distribution. With the giant 
of electricity at its command, America 
grew. New industries were born and 
with them new jobs for millions of 
people. 

However, it was not electricity alone 
which occupied Edison’s inventive 
mind, for before he was through he 
held 1,097 patents, the largest number 
ever issued to an individual by the U. S. 
Patent Office. Of these, 356 dealt with 
the incandescent lamp and the distribu- 
tion of electric light and power. 

Edison was thirty-one and already 
an established inventor when, in 1878, 
he first became interested in lighting 
by electrical incandescence. Others be- 
fore and contemporary with him had 
attempted to solve this problem, but 
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without success. In his search for a 
satisfactory filament material, Edison 
tested hundreds of materials which 
could be obtained domestically, and his 
agents searched the countries of the 
world for strange plants and fibers 
which might serve the purpose. How- 
ever, it was a piece of cotton thread, 
carbonized with lampblack, which was 
the filament for the first successful 
lamp. Edison knew that he had 
achieved his goal when, on October 
21, 1879, this lamp had burned with 
a clear, steady light for more than 
forty hours. 


8 line lamp was just the beginning 
—a complete system of electric 
generation and distribution was neces- 
sary in order to make the invention 
commercially successful. Edison in- 
vented and devised the dynamos, con- 
duits, insulators, fuses, sockets, and 
meters necessary for the system. One 
of his most important contributions, 
according to electrical engineers, was 
the development of the multiple arc 
system of current distribution which 
made efficient and economical distribu- 
tion possible. Until this was developed, 
it was believed that lighting with elec- 
tricity would be impractical because all 
lights on a circuit would either have 
to be lighted or turned off at the same 
time. 

Edison’s mind was always alert for 
new applications of his inventions and 
of the knowledge which he gained from 
them. For example, his automatic 
telegraph, which utilized a perforated 
piece of paper on a turntable, would 
give forth a musical humming when 
it was revolved so swiftly that the dots 
and dashes blended together. If this 
was possible, thought Edison, could 
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not the human voice be captured for 
reproduction by such a device? 
Action swiftly followed the thought 
and, on August 12, 1877, the phono- 
graph was born. A crude instrument 
employing tin foil wrapped around a 
revolving drum as the record, this in- 
vention opened a whole new field of 
musical enjoyment to all, including 
those to whom music had heretofore 
been an unattainable luxury. Today 
nearly every home has a phonograph, 
and records, both popular and classical, 
are produced by the millions. What 
is more, Edison visualized the future 
of this medium in education as he did 
with another of his famous inventions 
which he said would “do for the eye 
what the phonograph does for the ear.” 


Ws on the motion picture cam- 
era was begun in 1887 and, two 
years later, on October 6, 1889, the first 
motion picture—a talking picture— 
was demonstrated at Edison’s West 
Orange laboratory. In keeping with 
his statement, Edison had synchronized 
the film with his phonograph so that 
sight and sound were combined. It was 
at this laboratory that motion pictures 
were produced by Edison in a tar- 
papered building which revoived on a 
track to utilize the sun’s rays for stage 
lighting. Newsreels of the Boer War 
were reénacted in the Orange moun- 
tains and such early thrillers as “The 
Great Train Robbery” set the pace for 
the development of today’s vast mo- 
tion picture industry, 

Electric light, phonograph, motion 
picture camera — enough inventions 
for one man, you say. Perhaps, for a 
mind which did not constantly seek 
new ways of doing things more effi- 
ciently and with less effort. While a 
FEB, 3, 1949 
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Edison’s Education 


nas, | Syeda formal education was limited to less than a year in at- 

tendance at school. His mother, a former schoolteacher, super- 

vised the remainder of his schooling. However, his fondness for study 

and the wide range of his interests made him a highly educated, if 
informally educated, man.” 





young telegrapher, Edison began ap- 
plying those talents which were to 
mark his work the rest of his life. He 
began by developing improvements for 
the telegraph, and his systems for send- 
ing multiple messages over the same 
set of wires greatly advanced the field 
of telegraphy. His inventive genius 
also produced a system of wireless 
telegraphy which he patented six years 
before Marconi; the transmitter that 
helped make the telephone commercial- 
ly practical and is the basis for the radio 
microphone; the basic discovery on 
which rests the science of electronics ; 
the first fluorescent light; the fluoro- 
scope, and the first electric railroad 
locomotive in America. In addition he 
devised revolutionary improvements in 
storage batteries, in the mining and 
milling of iron ore, the production of 
Portland cement, and he succeeded in 
producing rubber from goldenrod. 


% might ask what educational 
training this phenomenal man 


had received. Edison’s formal educa- 
tion was limited to less than a year in 
attendance at school. His mother, a 
former schoolteacher, supervised the 
remainder of his schooling. However, 
his fondness for study and the wide 
range of his interests made him a high- 
ly educated, if informally educated, 
man. 

Edison denied genius. He said: 
“Genius is 1 per cent inspiration and 
99 per cent perspiration.” He would 
work round the clock when interested 
in some tough problem, and his per- 
serverance is attested by the fact that 
he spent ten years and performed 50,- 
000 experiments in his search for a 
successful nickel-iron-alkaline battery. 
Think of it—50,000 failures before 
success ! 

Work was an integral part of Edi- 
son’s life and, because he recognized 
its importance, new jobs were created 
for millions of men and women in new 
industries which today have capital as- 
sets in excess of 20 billion. This is a 
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conservative estimate of the direct re- 
sults of Edison’s inventions. Were 
these estimates broadened to include 
industries which did not spring direct- 
ly from Edison’s inventions but which 
would have been impossible without 
his preceding contributions to indus- 
trial and scientific progress, the figures 
would form a major part of our na- 
tional wealth. 

Edison’s faith in America, the coun- 


among the nations of the world, is 
summed up in these words spoken dur- 
ing one of his last public appearances 
before his death on October 18, 1931: 
“Be courageous. I have lived a long 
time. I have seen history repeat itself 
again and again. I have seen many de- 
pressions in business. Always Amer- 
ica has come out stronger and more 
prosperous. Be as brave as your 
fathers before you. Have faith. Go 


try which he helped make preéminent forward.” 


7 


Important Events in the Life of Thomas Alva Edison 
1847—1931 
Compiled by the author, historian of Edison Pioneers 


1847—February 11th—born at Milan, Ohio, son of Samuel and Nancy Elliott Edison. 

1868—Made his first patented invention—the Electrical Vote Recorder. Applica- 
tion for patent signed October 11, 1868. 

1869—October—established a partnership with Franklin L. Pope as electrical engi- 
neers. This partnership, although of brief duration, resulted in the invention 
of the “Universal” Stock Ticker, also the “Unison” device for automatically 
bringing into synchronization all stock tickers on a given circuit. 

1875—November 22nd—discovered a previously unknown and unique electrical 
phenomenon which he called “etheric force.” Twelve years later, this phe- 
nomenon was recognized as being due to electric waves in free space. This 
discovery is the foundation of wireless telegraphy. 

1877—April 27th—applied for patent on the carbon telephone transmitter which 
made telephony commercially practicable. This invention included the micro- 
phone which is used in radio broadcasting. 

1879—Invented the first practical incandescent electric lamp. The invention was 
perfected October 21, 1879, when the first lamp embodying the principles 
of the modern incandescent lamp had maintained its incandescence for more 
than forty hours. 

1882—September 4th—commenced the operation of the first commercial central 
station for incandescent lighting at 257 Pearl street, New York city. 

1883—Discovered a previously unknown phenomenon. He found that an inde- 
pendent wire or plate, placed between the legs of the filament of an in- 
candescent lamp, acted as a valve to control the flow of current. This became 
known as the “Edison Effect.” This discovery covers the fundamental prin- 
ciple on which rests the modern science of electronics. 

1928—October 20th—presented with the Congressional Medal of Honor by Andrew 
W. Mellon, Secretary of the Treasury. 

1931—October 18th—died at Llewellyn Park, West Orange, New Jersey, at the 
age of eighty-four ; survived by his wife, Mina Miller Edison; his four sons, 
Thomas Alva, Jr., William Leslie, Charles, and Theodore, and his daughters, 
Marion Edison Oser and Madeleine Edison Sloane. 
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Washington and -the 
Utilities 


Two Billion for Projects 


HE simplest appraisal of Presi- 

dent Truman’s 64-pound budget is 
that it roughly earmarks a little less than 
two-thirds of the Federal expenditures 
for the Siamese twins of national se- 
curity ; namely, armed forces (including 
veterans’ programs) and foreign eco- 
nomic aid. The remaining third is split 
into three parts—about 35 per cent to 
interest on debt, another 35 per cent for 
domestic housekeeping expenditures, and 
the remaining 30 per cent for the two 
Siamese twins of domestic social invest- 
ment—health and security and the de- 
velopment of natural resources. 

This means that about 5 per cent of 
the entire $41.8 billion budget would go 
for the development of natural resources 
and a good deal of this includes expendi- 
tures for project spending which contain 
in whole or in part some provision for the 
production of electric power by the Fed- 
eral government, 

Getting down to less general classifi- 
cations, the over-all estimates for the 
fiscal year of 1950 for natural resource 
developments, which includes some meas- 
ure of electric power development, total 
nearly $2 billion. Of course, not all of 
this is for public power—not even half 


Federal Agency 
Atomic Energy Commission 


Engineers Corps (Civil Functions) 


Bureau of Reclamation 
Bonneville Administration 
Tennessee Valley Authority 


REA Loans (Part of Agriculture) 
St. Lawrence (Legislation Proposed) 
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of it. Only a portion of the total could 
be allocated on any reasonable basis to 
electric power alone. The exact amounts 
for various projects will be made clearer 
when individual appropriation bills come 
before congressional committees. We 
can only say at this time, after a rather 
casual inspection of the budget, that 
estimated expenditures for multi-pur- 
pose projects vary from a small frac- 
tion in the case of Atomic Energy Com- 
mission (whose work on electric reactors 
was emphasized in the President’s mes- 
sage) to pretty nearly the bulk of the 
expenditure for power in the case of the 
Bonneville Administration. 


iy the following table there also has 
been included, because of its promi- 
nence in the public power field, the fig- 
ures for Rural Electrification Adminis- 
tration, which is really an appropriation 
for loans and therefore self-liquidated 
over the period of such loans. With 
these qualifications in.mind, however, the 
table below gives an over-all portrayal of 
“project spending” listed in the budget 
which embraces in whole or in part funds 
for more public power to be developed 
(in millions of dollars). 

It will be noticed that the President in- 
cluded only $8,000,000 for work to be 


1948 1949 1950. 
(Actual) (Estimated) (Estimated) 

466 632 725 

246 442 481 

175 282 340 

31 41 

29 49 

283 = 








1,699 1,974 
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done on the St. Lawrence seaway-power 
project which has not even yet been au- 
thorized by Congress. The only other 
hint of what the administration expects 
by way of new legislation in the project 
spending field from the 81st Congress is 
the tabular estimation in his budget mes- 
sage of $90,000,000 for commercial de- 
velopment of synthetic fuels by the Bu- 
reau of Mines. 

Of course, speaking of hints, perhaps 
it might be said that President Truman’s 
reference to the need for reéxamination 
of present plans for the Missouri basin 
development amounted to an intimation 
that Congress will do something about 
creating a Missouri Valley Authority. 
The President’s exact words on this 
were: “Because of the great increase in 
the estimated cost of the Missouri basin 
development, the present plan should 
be reéxamined to determine needed 
changes.” 

Another interpretation, however, 
would be that the President does not 
want the work to slow up because of 
high prices on construction costs which 
have caused all estimates of project 
spending to be running way below the 
mark, 

In other words, when President Tru- 
man gets ready to recommend an MVA 
he is going to do more than hint about 
It. 

In any event, Senator Chan Gurney 
(Republican, South Dakota) and Sena- 
tor Kenneth Wherry (Republican, Ne- 
braska) took the view that for the present 
the Chief Executive is disposed to go 
along with the Missouri valley develop- 
ment under the Army Engineers-Recla- 
mation setup. 

Both Republican Senators told report- 
ers after meeting with President Truman 
that they had come in to “assure the 
President we’re back of him on develop- 
ment of the Missouri valley project and 
other water-use projects all over the 
nation.” 


k= advocates of MVA were some- 


what disappointed in President 
Truman’s failure to take a more specific 
stand in his state of the Union message 
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to Congress. On this point, President 
Truman said at that time: “We must 
push forward with the development of 
our rivers for power, irrigation, naviga- 
tion, and flood control. We should apply 
the lessons of our Tennessee valley ex- 
perience to our other great river basins.” 

George H. Hall, Washington corre- 
spondent for the St. Louis Post-Dis- 
patch, which is a red-hot advocate of the 
MVA, reported back to his newspaper 
on January 5th: 


MVA supporters who learned a few days 
ago that the Department of Interior, through 
Secretary Krug, had sent Truman a memo- 
randum unexpectedly indorsing the valley 
authority approach, had hoped the President 
would take a firmer stand. 

One MVA supporter told the Post-Dis- 
patch: “That is much feebler than Krug. 
It seems to indicate that Pick is very strong 
at the White House.” 


This was a reference to Major Gen- 
eral Lewis A, Pick of the Army Engi- 
neers, who was the coauthor of the 
Pick-Sloan plan for Missouri valley de- 
velopment by the Engineers and the 
Reclamation Bureau. 

Other references to public power in 
the President’s budget message were as 
follows: 


The program of the Bureau of Reclamation 
is going forward on major projects in the 
Central valley of California, the Columbia 
basin, the Colorado river area, and the 
Missouri basin. . . . Two large projects to 
be constructed by the Corps of Engineers 
are recommended for initiation in the Co- 
lumbia basin in the fiscal year 1950, in order 
to meet increasing power demands. 

The Tennessee valley, where the govern- 
ment has broad responsibilities for power 
supply, faces a power shortage in the near 
future. Expansion of Tennessee Valley 
Authority’s generating capacity is vital not 
only for the growing normal power demands, 
but also for the expanding needs of the 
atomic energy program. 

I recommend an immediate appropriation 
for 1949 to initiate construction of a steam 
plant to permit more effective utilization of 
the hydroelectric power resources of the 
area, and additional funds for 1950 to ex- 
pedite progress on the project. 

Construction by the government of trans- 
mission and distribution facilities is essen- 
tial in some areas for marketing the power 
from government projects in compliance 
with law, which gives priority to public 
agencies and cooperatives. 
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Bills in Congress 


orE than fifty of the first thousand 
bills introduced during the open- 
ing week of Congress—or roughly 5 per 
cent—had to do with matters of direct 
or indirect interest to public utility in- 
dustries. When one stops to consider 
the fact that about half of all bills so 
introduced “private bills” are these bills 
of utility interest rise to the order of 
about 10 per cent of all measures dealing 
with general public legislation. Far and 
away, the greatest number dealt with 
labor matters. These roughly fall into 
two subdivisions: (1) bills to repeal or 
revise the Taft-Hartley Act with its spe- 
cial “vital industries” clause applicable 
to major public utility strikes, and (2) 
bills to increase the minimum hourly 
wage which has a special significance for 
small independent telephone companies. 
The Taft-Hartley bills were almost too 
numerous to mention in a brief general 
survey. Representative Lesinski, chair- 
man of the House committee, and Sena- 
tor Thomas, chairman of the Senate com- 
mittee, already have hinted what the 
President wants by way of “one pack- 
age” repeal and modification of the Taft- 
Hartley Act. There seems little point 
in taking up a host of individual bills, 
many introduced by Republican and 
freshmen Democrats, which have little 
chance of serious consideration and were 
thrown in the hopper simply for pub- 
licity purposes. 


T now appears that the new Thomas- 
Lesinski Bill will follow pretty close- 
ly President Truman’s idea of banning 
boycotts, jurisdictional and secondary 
strikes, and strikes to enforce economic 
interpretation of labor contracts. Also 
likely to slip into the final law is President 
Truman’s suggestion which goes even 
further than the Taft-Hartley Act—that 
he be given authority to prevent strikes 
in vital industries. The present law gives 
him authority merely to set in motion 
a cooling-off procedure. 
About a dozen of the bills to increase 
minimum wages vary from 75 cents to 
$1. But the final informed guess in 


Washington is that the 75-cent level will 
prevail. One bill, by Reepresentative 
Miller (Democrat, California), HR 995, 
would eliminate the exemption now en- 
joyed by small telephone exchanges from 
overtime and minimum wage provisions 
of the Fair Labor Standards Act, as ap- 
plied to telephone operators. This change 
may or may not be taken up in the final 
revision of the act, expected to be passed 
sometime during the session. 

Three out of five of the early bills 
affecting the Rural Electrification Ad- 
ministration would give it authority to 
make loans for rural telephones—one, 
S 78, by Senator Langer (Republican, 
North Dakota) especially authorizes 
$300,000,000 for that purpose. The other 
two bills would grant additional funds 
to REA for rural electric development. 

Eight bills sent to the House Ways 
and Means Committee during the first 
week of the session would variously re- 
peal or reduce wartime excise taxes, in- 
cluding the special levies on such utility 
services as passenger fares, telephone 
and telegraph service, and one, HR 558 
by Representative Shafer (Republican, 
Michigan), would even repeal the excise 
tax on gas, electric, and oil ranges. Then, 
there is the excess profits tax. 


ares regulatory bills provide no spe- 
cial surprise. HR 79 by Representa- 


tive Lyle (Democrat, Texas) would 
remove natural gas production and gath- 
ering from control of the Federal Power 
Commission. Representative O’Hara 
(Republican, Minnesota) wants to re- 
peal the Bulwinkle Act exempting rail- 
roads from antitrust suits where joint 
rates are approved by the ICC. HR 159 
by Representative Crosser (Democrat, 
Ohio) is a minor bill to permit hold overs 
on FPC vacancies. Representative Dol- 
liver (Republican, Iowa) has renewed 
his bill, HR 982, to amend the Natural 
Gas Act by forbidding pipe-line oper- 
ators to take on new customers before 
old ones are assured of service. 

There are two bills to promote syn- 
thetic fuel developments and one bill to 
set up independent regulation of civil 
aeronautics, 


FEB, 3, 1949 162 





66 


aa 
fen 
Pla 
*~ 
anc 
of 


ten 
but 
duc 


a mw 7a of OUT, 





Exchange Calls 


And Gossip 


Communications in Civil 


Defense 


Ts Pog definitely has a ‘missing 
link’ in its defense structure.” 
That is the introductory sentence in a 
325-page report to the Secretary of De- 
fense by the Office of Civil Defense 
Planning. The title of the report is 
“Civil Defense for National Security,” 
and it was prepared under the direction 
of Russell J. Hopley, president of the 
Northwestern Bell Telephone Company. 
The above startling introductory sen- 
tence is amplified as the report proceeds, 
but a couple of sentences from the intro- 
duction will present the theme: 


Our country has, and is developing, var- 
ious elements of our defenses to insure na- 
tional security, but it has not national civil 
defense. . .. Without a sound and effective 
system of civil defense, the people and the 
productive facilities of the country are un- 
prepared to deal effectively with the results 
of an enemy attack on our country. 


The report devotes 14 pages specifi- 
cally to communications and radio broad- 
casting services in the civil defense plan. 
In this special chapter the note of appre- 
hension is much less apparent than in 
other parts of the publication. For ex- 
ample, it is mentioned that communica- 
tions are the “nerve system” of civil 
defense and that, in this country, it is 
“exceedingly efficient.” 

It is pointed out, however, that in war- 
time the system may be severely dam- 
aged in areas under heavy attack. Hence 
it is recommended that every con- 
tingency must be provided for and sound 
plans developed so that in such an emer- 
gency communications in some form 
will be available. “How to anticipate 
such problems should be the purpose of 


163 


civil defense communications planning 
in codperation with authorities in the 
communications field,” the report as- 
serts. 

Detailed suggestions are given on all 
points discussed. The report is for sale 
by the Superintendent of Documents, U. 
S. Government Printing Office, Wash- 
ington 25, D.C. Price $1. 


> 
No FCC Gambling Investigation 


HE Federal Communications Com- 

mission has declined to initiate an 
investigation of wire communication 
companies transmitting racing informa- 
tion. The California commission had re- 
quested such an investigation by FCC. 
In effect, the Federal agency replied that 
state commissions had sufficient power 
to handle the problems of transmission 
of horse-racing information to book- 
makers in their own states. However, in 
order to insure continued surveillance of 
the matter by FCC, the agency did sug- 
gest that Bell system companies file 
statements describing their current 
policies. 

> 


Developments in Telephone 
Labor 


HE Communications Workers of 

America (an independent union of 
telephone workers) is exploring actively 
the idea of affiliating with the American 
Federation of Labor or the Congress of 
Industrial Organizations. CWA lead- 
ers, with considerable support from the 
rank and file, would like the strength 
gained by such affiliation. However, and 
rather naturally, CWA would like to re- 
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tain as much of its inherent power as it 
can. It does not care to be “swallowed.” 
Hence, it is shopping for best terms pos- 
sible. 

If terms are not reasonably satis- 
factory to CWA, the union may decide 
to stay independent. 

Most recent active step in this devel- 
opment was a conference between a 
CWA committee and William Green, 
AFL president, and Allan S. Haywood, 
CIO vice president. Results of this con- 
ference will be reported to the CWA 
executive board, which will make a rec- 
ommendation to the membership regard- 
ing the advisability of affiliating with 
either AFL or CIO, or remaining in- 
dependent. 

Complicating factors are: (1) AFL 
has a union interested in telephone 
workers, the International Brotherhood 
of Electrical Workers (IBEW), headed 
by the well-known leader, Daniel W. 
Tracy; and (2) CIO now has its own 
Telephone Workers Organizing Com- 
mittee, which has membership estimated 
between 50,000 and 80,000. CWA has 
about 173,000 members and claims to 
represent over 230,000 workers in the 
telephone industry, 

From the above facts it is clear that 
some “deal” would have to be made 
which would result in “amicable rela- 
tions” between the two affiliating 
unions. After CWA executive commit- 
tee makes its recommendations, the 
question will be put up to members in a 
referendum vote, 


HOULD an affiliation result, com- 

promises or changes in policy would 
become necessary. For example, CWA 
and AFL each have made some attempts 
to make their voice influential at rate 
hearings held by public service commis- 
sions in the various states. The general 
approach’ has been different in each 
union. AFL is inclined to support rate 
increases in order to make easier an in- 
crease in wage rates. This is consistent 
with AFL’s general policies in the build- 
ing industries, For instance, the AFL 
Internation?! Brotherhood of Electrical 
Workers has legally intervened in 


favor of a telephone rate increase in 
Michigan. The union’s petition to the 
Michigan commission states that higher 
rates for the Union Telephone Company 
are needed, not only to provide reason- 
able returns and good service, but also 
to enable the company “to deal fairly 
with its employees from time to time as 
new contracts come up for negotiation.” 
The union claims to represent all plant 
and traffic employee organizations with- 
in the company’s employment. This 
same union has intervened in favor of 
two other telephone company rate in- 
creases in Illinois during recent years. 

CWA has not made any official an- 
nouncements nor presented any legal 
petitions on the question, but it is known 
definitely that in two instances the union 
has informally given its views to state 
authorities. The essence of these views 
has not been revealed publicly, because 
the group does not wish to “tip its hand.” 
Views of some of CWA’s officials are 
known. They are inclined to oppose rate 
increases when the companies are mak- 
ing “comfortable” profits, and particu- 
larly in cases where labor has not been 
given “adequate” raises. In other words, 
the wage increases should come out of 
profits and other cost reductions rather 
than from higher charges to subscribers. 

Another straw floating on this CWA 
wind is the fact that the union supports 
a minimum wage of $1 an hour, even 
when small independent companies or 
their subscribers could not afford to 
pay such a wage. The CWA answer, in 
effect, is: “Let the government or the 
Bell system take over such companies 
and subsidize the added labor expense.” 
These latter views have not been voiced 
officially, and may not represent the 
wishes of the rank and file. Time only 
will tell, 


* 
Annual Report of FCC 


HE unprecedented expansion of 
radio, television, and other elec- 
trical communication media is sum- 
marized in a comprehensive word pic- 
ture in the recent annual report of the 
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EXCHANGE CALLS AND GOSSIP 


Federal Communications Commission. A 
few of the high lights of the report are 
of interest here: 


The fiscal year 1948 emphasized the acute- 
ness of the “housing” shortage which exists 
in the radio spectrum. It is becoming in- 
creasingly difficult to squeeze new stations 
into already congested bands, and to accom- 
modate rapidly developing services. ... 

The general public is familiar with broad- 
casting because it enters the home. But it 
has little acquaintance with the more than 
50 other classes of radio stations, equally 
important in providing more than a hundred 
diversified nonbroadcast services, which out- 
number program stations by more than 30 
to 1. 

As of June 30, 1948, there were nearly 
131,000 authorized radio stations of all types, 
not counting associated mobile stations. In 
addition, various radio-operator authoriza- 
tions approximated 505,000. Thus the com- 
mission had over 635,000 radio authoriza- 
tions on its books, which was an increase of 
about 85,000 during the year and more than 
three times the prewar number. 


The commission said that the last half 
of the year witnessed a sudden surge in 
television (TV) applications and a level- 
ing off of frequency modulation (FM) 


requests. Applications for new TV sta- 
tions for the year almost equaled the 
number for new AM facilities; FM 
seekers were less than half the TV num- 
ber. 

Texas and California led all states 
in total outstanding broadcast authoriza- 
tions in those three categories. The total 
number of broadcast stations in the 
United States is close to 4,000. Of this 
figure, 3,163 were major broadcast out- 
lets—2,034 AM; 1,020 FM; and 109 
TV. They represented a gain of 239 AM, 
102 FM, and 43 TV stations, 


AFETY and special radio services, as 
their designation implies, are de- 
voted largely to safeguarding life and 
property—on the land, sea, and in the air 
—but also cover utilization of radio for 
industrial and business purposes. The 
activities were under skyrocketing atten- 
tion and development. 

Numerically more than ten times 
larger than the broadcast service, the 
safety and special services saw nearly 
11,000 new station authorizations during 
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the year, bringing their total to over 47,- 
000. What is more, nearly 150,000 mo- 
bile stations were covered in these non- 
broadcast services. 

The largest increase was felt in the 
aeronautical field, which added nearly 
5,000 radio stations, making a total of 
nearly 21,000. The marine services 
gained over 3,000 stations, for a total of 
15,000. More than 600 ship radar in- 
stallations attested to the growing use 
of that navigational aid. 

Other important uses of radio for 
safety purposes include facilities for 
police and fire departments, railroads, 
and forestry. Industrial uses of radio 
were expanded by transit utilities (in- 
cluding taxicabs), electric and gas utili- 
ties, petroleum pipe lines, and lumber- 
ing interests. 


Telephones 


WE the activities of FCC concen- 
trated on radio problems in 1948, 
it is not forgotten that the agency is 
vitally interested in the telephone and 
telegraph industries. Telephone regula- 
tion by the commission covers interstate 
and international service by the Bell sys- 
tem and 63 independent companies. 
few facts on the telephone industry 
growth in 1948 have been selected from 
the FCC report to mention here. 

For instance, the Bell system, which 
owns about 85 per cent of all telephones 
in use, handled over 36 billion conversa- 
tions. New interstate wire and cable 
telephone construction amounted to 
$127,000,000. Gross telephone invest- 
ment exceeded $8 billion, 

The thirtieth million Bell telephone 
was installed in Iowa. This increased the 
number of Bell and independent tele- 
phones in service to more than 36,000,- 
000. Some 2,200,000 of these instru- 
ments were in rural service. About 40 
per cent of farm homes now have tele- 
phones. However, in three southern 
regions five out of six farms are still 
without this service. More than 65 per 
cent of all Bell telephones and 33 per 
cent of the independent telephones have 
been converted to dial operation. 
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Public Power Comparisons 


HILE the trend toward government 

development of power projects 
and public ownership of distributing 
systems received a definite setback in re- 
cent years, the proponents of public 
power are as active as ever, and the New 
Deal victory of November 2nd has lead 
to a resurgence of public power propa- 
ganda. For example the American Pub- 
lic Power Association, with headquarters 
in Washington, has issued an attractive 
32-page brochure entitled “Public Power 
Pays!” The study was prepared by Carl- 
ton L. Nau, a former official of the 
Rural Electrification Administration and 
now general manager of APPA. 

In this story we find the statement on 
page 4 that “The publicly owned sys- 
tems, long known to have lower rates, 
are now shown, by the record, to pay 
a sty vane more taxes, and to have 

tter business management, than their 
privately owned counterparts.” The 
statement about taxes is explained as fol- 
lows: “Using the term ‘taxes’ to mean 

| contributions to the support of govern- 
ment, the study shows that publicly 
owned systems pay 27 per cent of their 
total operating revenues for this pur- 
pose, compared with 19 per cent paid 
by the private utilities. In other words, 
the service systems pay over 40 per cent 
more than the profit systems for the 
support of government. This may be a 
surprising fact to those familiar with the 


alleged tax-discrimination charges of the~ 


private utilities.” 
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Financial News 
and Comment 


By OWEN ELY 


i the table on page 29 of the booklet, 
composite income accounts for pub- 
lic and private power systems are pre- 
sented in parallel columns. We repro- 
duce the same table herewith, except that 
all figures are stated in terms of the rev- 
enue dollar; i.e., the figures in each 
column are divided by the total revenues 
for the respective groups: 
Public 
Systems 
Operating revenues .. .$1.00 


Private 
Systems 


Less operating expenses .50 
Depreciation 12 
02 

Electric utility op- 
erating income ... .36 

Add other utility op- 
erating income 04 

Total utility op- 

erating income .... .40 
Add other income .... .02 
42 


Gross income 


Less interest on long- 
term debt, etc. ...... 


Net income 33 
Dividends on preferred — 
Dividends oncommon. — 
Surplus 33 
How is the statement that “publicly 
owned systems pay 27 per cent of rev- 
enues for taxes” reconciled with the ac- 
tual payment of only 2 per cent of rev- 
enues he taxes? The argument follows 
this line: The electric investment-of_the 


‘public systems is $800,000,000 and the 


average 3 per cent return obtained from 
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consumers to support this investment is 
estimated at $24,000,000 (11 cents of the 
revenue dollar). Since 36 cents of the 
revenue dollar is left from electric opera- 
tions, deduction of the theoretical 11 
cents for “return on investment” leaves 
25 cents which is considered equivalent 
to additional taxes, making a total of 27 
cents. But why take carrying charges as 
11 cents when they are actually only 9 
cents? On this revised basis “taxes” 
would be 29 cents and, with miscellaneous 
income credited, they would rise to 35 
cents. 


B UT what happens when we apply sim- 
ilar operating conditions to private 
companies? It would then appear that 
the private utilities could lower their 
rates 17 per cent, if they paid only the 
same actual taxes as the public systems. 
Such a rate cut would amount to nearly 
$560,000,000. On this basis the average 
price per kilowatt hour for private sys- 
tems would be 1.36 cents compared with 
1.42 cents for the public systems. And 
\this, despite the fact that the private sys- 
items have to pay 6 per cent for their 
‘investment funds compared with an in- 
| dicated average cost of only about 3 per 

| cent for the public systems. Many mu- 
nicipalities can, in fact, finance at 14- 
24 per cent. In other words, according to 
this analysis, private companies operat- 
ing under cost and tax conditions similar 
to those enjoyed by the public systems, 
could not only wipe out all low-rate ad- 
vantage claimed for the latter, but seri- 
ously undersell them in the public inter- 
est. Viewed in this light, it isa fair ques- 
tion whether such an analysis is in favor 
of public as against private ownership 
or vice versa, 

But is it really fair to take a large 
part of the income of the public 
systems and call it taxes? It is true that 
the money, or some of it, may be returned 
to the municipal treasuries, and as such 
is the equivalent of local tax income, Yet, 
the private systems pay taxes not only 
to the municipal treasuries, and as such 
state and Federal governments. In 1947 
all electric companies paid state and local 
taxes of $289,000,000 and Federal taxes 
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of $368,000,000. No complete break- 
own is available, but estimated amounts 

r dollar of revenue might be 5 cents 

V local, 3 cents state, and 11 cents Federal 
(total 19 cents). Private utilities have 
to charge higher rates because of the 
taxes paid to state and Federal govern- 
ments, which the municipal systems are 
not burdened with. They also have to 
pay two to three times as much for 
capital as the municipal systems. Here 
again they are paying tribute to the state 
and Federal governments, since the hold- 
ers of their securities have to pay out a 
large proportion of the interest and divi- 
dends they receive to the Federal govern- 
ment, in the form of income taxes. (In 
some cases the state also levies an income 
itax.) The secondary or “double tax” 
feature thus explains in part the lower- 
cost advantage of public ownership 
financing, because holders of municipal 
| bonds are scot-free of such levies. Mak- 
ing adjustment for this, the picture now 
' works out as shown in table, page 169. 

This would indicate that the private 
systems could reduce their rates about 
one-fifth if they and their security hold- 
ers didn’t have to pay tribute to the state 
and Federal governments, and their rates 
would then be much lower on a national 
average than those of the public systems, 
which do not have this burden. 

So far as efficiency is concerned, the 
table shows that the public systems spend 
62 cents out of their dollar for operating 
costs, or 7 per cent more than the 58 
cents spent by the private systems. How- 
ever, such a comparison doesn’t neces- 
sarily measure relative efficiency, since 
rates average lower for the public 
systems, 


H™ is another thought-provoking 
angle on costs. The American 
Public Power Association booklet con- 
cedes that the private companies can 
produce power more cheaply than the 
public systems. But claim is laid to large 
savings for public power in bookkeep- 
ing, advertising and promotion expense, 
bill collecting, etc. Space limitation here 
forbids detailed analysis of the com- 
ponents of these operating expense 


i 
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factors, but the obvious point that needs 
to be investigated is this: Are the ac- 
counts of all the public power depart- 
ments kept on an accounting basis strict- 
ly comparable with those of the private 
systems ? Isn’t it possible, if not probable, 
that in many smaller municipalities 
there may be joint use of municipal fa- 
cilities such as trucks, garages, ware- 
houses, supplies, municipal employees’ 
time, etc., so that the electric department 
may not be fully credited with its full 
share of the costs? This may provide 
one explanation for the wide variation in 
costs, and private industry organization 
might well be looking into the matter. 
Another explanation may lie in the much 
larger proportion of rural areas served 
by the private companies, which in- 


* 


Public Private 
Systems Systems 
Revenues 
Operating costs 


Paid to municipality. .. 
Paid to state 
Paid to Federal govern- 


.20 
Paid (net after taxes) 


to— 
Bondholders J . 04 
Stockholders 09 
07 
02 
058 


*Some of this may be -retained as sur- 
plus in water department accounts, or used 
to retire bonds, but such payments benefit 
the municipality. 

1 Estimated 3 cents in direct taxes, and 1 
cent in taxes on income received by security 
holders. 

2 Estimated 11 cents in direct taxes, and 6 
cents in taxes on income received by security 
holders. (It is assumed that security holders 
pay normal and surtaxes averaging about 
30 per cent of their interest and dividend 
income, which is probably too low.) 

8 Generally used for plant construction. 
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creases operating costs. Still another 
angle of possible interest is the relative 
wage scales paid. If it were developed 
that private industry were paying higher 
levels of wages, labor unions might well 
be interested in any movement to expand 
the domain of the municipal plants. 


> 


Utility Convertible Securities 


ly the past year the electric util- 
ity companies have made less use 
of convertible securities — debentures 
and preferred stocks—to finance the con- 
struction program, than had been antici- 
pated. Because of the —— in float- 
ing preferred stocks these days it is 
rather surprising that more convertible 
preferreds have not been issued. At 
present only two convertible securities 
seem to be contemplated — $28,000,000 
additional 15-year convertible debenture 
3s which Consolidated Edison proposes 
to issue in exchange for new Long Is- 
land Lighting common stock, if the latter 


company’s recapitalization ‘plan is ap- 
proved ; and an issue of convertible pref- 
erence stock recently proposed in the 
recap plan of Niagara Hudson Power. 
In 1948 Public Service of Colorado 


retired its small issue of convertible 
debenture 3s due 1962, forcing conver- 
sion into common stock, and the com- 
pany then issued about an equal amount 
of convertible $4.40 preferred stock. 
Consolidated Gas of Baltimore obtained 
conversion of about half of its debenture 
24s, due to the change in the conversion 
privilege July 1st. Most recent converti- 
ble offerings were the debenture issues 
of Virginia Electric Power, Peoples Gas 
Light, and Detroit Edison, all of which 
proved popular. The Detroit Edison’s 
are not convertible until two years from 
issuance; in the meantime the $13,000,- 
000 rate increase granted by the Michi- 
gan commission has moved the common 
stock to a level one point over the conver- 
sion parity. Because of the early 10- 
year maturity the bonds would be worth 
a substantial premium without the con- 
version feature. 
The list on page 170 gives a com- 
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plete tabulation of utility convertible 
securities. The last column on the right- 
hand side shows the current value of the 
common stock into which the issue is 
convertible as compared with the price of 
the debenture or preferred stock. 


> 


Common Stock Earnings Based 
On Average Shares Outstanding 


T has been customary to state common 
I share earnings of utility companies 
on the basis of the current number of 
shares actually outstanding. This prac- 
tice did no harm over a long period of 
years when common stock issues were 
quite infrequent. At the present time, 
however, with many companies issuing 
rights on a 1-for-5 or 1-for-10 basis, the 
restatement of earnings on the new di- 
luted basis is apt to cause alarm to some 
stockholders, and raise questions regard- 
ing dividend policy. 

For example, one large utility, Vir- 


ginia Electric & Power, in November of- 
fered 739,128 additional shares on the 
basis of 1-for-4. After December Ist the 
number of shares increased from 2,953,- 
000 to 3,692,771. Earnings for the 
twelve months ended November 30th on 
the new basis, would be only $1.18 a 
share on the net number of shares, in- 
stead of $1.47 on the previous number. 
This might tend to raise questions re- 
garding continuance of the $1.20 divi- 
dend rate. A much better way to state 
the earnings, therefore, is to use the aver- 


\/age number of shares outstanding dur- 


ing the twelve months’ period. Thus for 
the calendar year the number of shares 
would be only about 2 per cent higher 
instead of 25 per cent and the decline in 
the share earnings would be only 2 cents 
instead of 29 cents. 

When senior securities are issued the 
results are obviously on an accrual basis, 
since the higher charges have been ac- 
crued only for the months in which the 


=e 
UTILITY CONVERTIBLE SECURITIES 
Present Value 
1-12-49 Conver- Price Of 
Where Amount Approx. sion Of  Conver- 
Listed (Miil.) Debentures Price Privilege Common sion 
> © SD Deby Ber. GF We Fe Wee cc ccccccs. 106 50shs. 21 105 
S 276 Amer. Tel. & Tel. 23 ’61.......... 103 i 150 100 
S 186 Amer. Tel. & Tel, 23 ’57.......... 109 2 150 100 
O 8 Cons, Gas of Balt, 24 62 .......... 102 15 62 93 
S aa US 1062 40 23 92 
S © Be Ge Wie c vceccccssewss 1084 160 5 80 
S 12 4 6‘Viegeee Bee. Se GS... «05.2... 108% 60 16 96 
S 16 Peoples Gas Light Deb. 3 ’63...... 108 10 100 100 
S 47 Detroit Edison Deb, 3 ’58.......... 106 50* 21 105 
Convertible Preferred Stocks 

c $41 So. Cal, Edison 4.48% ($1.12)..... 28 84 30 25 
c 20 =~ So. Cal, Edison 4.56% ($1.14).. 29 92 30 274 
Oo 8* New Eng. Gas & Elec. 4.5% ($4. 50) 88 7 10 70 
O 10 Gen. Telephone 4.40% ($2.20)..... 47 13 25 33 
O 2* Cal. Elec. Power 5.5% ($1.10)..... 20 23 7 18 
S 21 ~—~wPhhila. Elec. $1 Pref. Com......... 24 3 21 183 
S 164 Pub. Serv. E. & G. end 09 Com. 2 1,14 21 23 

O 7 Public Service of Colo. $4.40...... 0 23 39 
O 4 So, Carolina E, & G, 54% ($2.75).. 56 7 74 53 
oO 6 Washington Gas Light $4.25....... 3 25 75 





S—Stock Exchange. C—Curb Exchange, O—Over-the-counter or out-of-town exchange. 


* After 12/1/50. 


1 Ten shares for each $1,000 of debenture plus $500 cash. 
® Ten shares for each $1,000 of debenture plus $400 cash. 


3 To June 11, 1949; thereafter 2. 
*To June 30, 1951 ; reduced thereafter. 
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securities are outstanding. Thus the 
effect on the common share earnings is 
not exaggerated. But to make similar 
adjustment for an increase in the com- 
mon shares, it is necessary to use the 
“average shares’ method in order to 
properly evaluate the earnings. Ob- 
viously since the new capital was not at 
work during the entire twelve months’ 
period, it is unfair to saddle the earnings 
with the entire amount, except in spe- 
cial cases where pro forma results are 
desired. 


Loe instance where it may be ad- 
visable to use average shares is 
where a large issue of convertible securi- 
ties is exchanged into common stock in 
a short time. This happened last year in 
the case of Consolidated Gas of Balti- 
more. Use of the average number of 
shares in such a case may be more de- 
batable, since the funds obtained from 
the sale of the old convertible securities 
were invested in the property at an 
earlier date and the benefit to earnings 
should already be apparent. However, 
due to the suddenness of the increase in 
share earnings it seems advantageous to 
make the change gradually by using 
average shares. In our table on page 172 
earnings of Consolidated Gas of Balti- 
more for the calendar year 1948 are 
stated as $4.50 per average share (the 
management’s estimate). Earnings for 
eleven months ended November 30th 
were reported by Moody’s Service at 
$3.91, with a footnote indicating that 
they would be equivalent to $4.16 based 
on average number of shares. 


* 


SEC Views on Competitive 
Bidding 


HE Securities and Exchange Com- 

mission, in its findings and opin- 
ion in the matter of financing Michigan- 
Wisconsin Pipeline Company by Amer- 
ican Light & Traction, discussed the 
proposed sale of $66,000,000 20-year 3§ 
per cent first mortgage pipe-line bonds at 


100 to two insurance companies. Otis & 
Co., as proponents of competitive bid- 
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ding, opposed the institutional sale of the 
bonds and in rejecting its arguments 
the commission gave an interesting re- 
view of competitive bidding. The com- 
mission stated : 


The competitive bidding rule was promul- 
gated by this commission in 1941 in the face 
of strong opposition from many quarters. 
In the commission’s opinion, the rule, has 
worked successfully and has greatly bene- 
fited investors and consumers. It has mate- 
rially aided in the effectuation of the statu- 
tory purpose of securing “economies in the 
raising of capital,” has diminished invest- 
ment banker control over the electric and 
gas utility industry, and has promoted the 
carrying out of the divestment and simpli- 
fication program of the act. 

In promulgating the competitive bidding 
rule, however, the commission recognized 
that exemptions might be appropriate in 
particular cases and that to require competi- 
tive bidding under any and all circumstances 
would be foolhardy and unsound. The rule, 
therefore, specifically exempts certain de- 
fined types of financing and contains, in addi- 
tion, general provisions for exemption, on 
application to the commission, where a 
showing can be made that competitive bid- 
ding is not appropriate in the particular 
case. It is under the latter provision that 
the commission has granted, in a number of 
cases, an exemption from the requirement 
of competitive bidding. In its administration 
of the rule, the commission has required 
proof, upon applications for exemption, that 
the particular financing does not lend itself 
to competitive bidding, but it has not hesi- 
tated to grant an exemption under appro- 
priate circumstances. 


HE commission’s figures indicate 

that about 16 per cent of the bond 
issues and 26 per cent of the stock issues 
since May 7, 1941, have been exempted 
from competitive bidding. In the eight- 
een months’ period from January 1, 
1947, to June 30, 1948, only 22 per cent 
of the principal amount of bonds was ex- 
empted. However, during 1948 the pro- 
portion of exempted stock issues must 
have been considerably higher than dur- 
ing the approximate 7-year period ended 
June 30, 1948. 

While the majority of Wall Street un- 
derwriting houses appear to be against 
competitive bidding in principle, there 
is less tendency to quarrel over applica- 
tion of the rule to high-grade bond is- 
sues. 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
OPERATING COMPANY STOCKS 


1/12/49 Indicated Share Earnings—————_ 
Price Dividend Approx. 12 Mos. Current Previous % In- 
About Rate teld Ended Period Period crease 


Dec.’47 $2.75 $2.53 
Sept. 2.85 2. 
Sept. 2.98 
Sept. 1.73 
Sept. 2.29 
Dec.’48 4.50** 
Nov. 

Nov. 

Dec.’47 

Sept. 

Sept. 

Sept. 

Nov. 

Sept. 

Dec. 

Sept. 

Nov. 


Revenues $50,000,000 or over 
Boston Edison 

Cincinnati G. & E. 
Cleveland Elec, Illum. 
Commonwealth Edison ... 
Consol. Edison of N. Y. ... 
Consol, Gas of Balt. 
Consumers Power 

Detroit Edison 

Duke Power 

Louisville G. & E. 
Northern States Pwr. .... 
Pacific G, & E. 

Penn. Power & Light 
Philadelphia Elec. ........ 
Pub. Service E. & G. 

So. Calif, Edison 

Virginia Elec. Power 


Averages 


Revenues $25-$49,000,000 
Carolina P, & L. 

Central Illinois P. S. 
Connecticut L. & P. 
st 2 See 
oe ey Aer 
Illinois Power 

New Orleans Pub. Serv. ... 
North. Indiana P. S. 

Ohio Edison 

Potomac Elec. Power .... 
Pub, Serv. of Colorado ... 
Pub, Serv. of Indiana 
Puget Sound P. & L. 
Wisconsin Elec, Pr. 


Averages 


Revenues $10-$24,000,000 
Atlantic City Elec. 
Birmingham Elec, .... 
Central Arizona L. & P. 
Central Hudson G. & E. 
Central Illinois E.& G. .... 
Central Maine Power 
Columbus & S. Ohio Elec. . 
Delaware P. & 

Florida Power Corp. ay 
Gulf States Util. 

Hartford Elec. Light 
Idaho Power 

Indianapolis P. & L. ...... 
Interstate Power 

Kansas Gas & Elec, ....... 
Kentucky Utilities 
Minnesota P. & L 
Mountain States Power . 
Oklahoma G, & E. 
Portland General Elec, ... 
Public Service of N. H. 
San Diego G, & E. 
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FINANCIAL NEWS AND COMMENT 


(Continued) 


Price 


About 


Scranton Electric 13 
South Carolina E. & G. ... 74 
Southwestern Pub. Serv. .. 28 
Tampa Electric 26 
Utah Power & Light 22 
Wisconsin P. & L. 14 


Averages 
Revenues under $10,000,000 

California Oregon Power . 
El Paso Electric 

Empire Dist. Elec. ........ 
Madison Gas & Elec. 
Northwestern Pub, Serv. .. 
Penn. Water & Power .... 


PIE ova eG cawins onus 


1/12/49 Indicated 


Dividend A 
Rate 
$1.00 
50 
2.00 
2.00 
1.60 
1.12 


Nov. 
Sept. 
Oct. 

Nov. 
Nov. 
Sept. 


$1.14 
1.15 
160 
2.03 
2.52 
1.35 


™ 
be 


Nov. 
Nov. 
Sept. 
Sept. 
Sept. 


zz 


$2.73 
2.96 
2.39 
1.72 


SANNA 
COwwuUNN 


) 1.22 
Dec.’47 432 


nN, = 
Ny 
R 
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Share Earnings—— 
12 Mos. Current Previous % In- 
Ended Period P. 


eriod crease 
$1.27 D10 
. - 


2.54 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC HOLDING 
COMPANY STOCKS 


1/12/49 Indicated 


Price 
Ab 


I nte grated Holding Company Systems 
American Gas & Elec. 
Central & South West .... 11 
New England Elec. System 84 
New England G, & E 10 
West Penn Elec. 


Systems in Process of Integration 
Common Stocks—Dividend Paying 


American L, & Tr. 19 
Cities Service 46 
Electric Bond & Share .... 
General Pub. Utilities 
North American 
Philadelphia Co. 

United Gas Imp. 

United Lt. & Rys. ......... 
West Penn Power 


oaMaMMAAA 


Averages 

CG ommon Stocks—Nondividend 
American P, & L. 
Commonwealth & Southern 
ee | Oe 
Inter. Hydro-Elec, “A” ... 
Long Island Lighting 
Middle West Corp. ....... 
New England Pub. Serv. .. 
Niagara Hudson Power .. 
North American L, & P. .. 
United Corp. . , 


RNRAQADAAMMNMNMN 


39 $1 & Stock " 
$ 80 


ie Cash es Stock 
70 


— Approx. 


Nov. $4.24 
Sept. 1.46 
Dec.’47 1.35 
Nov. ; 

Sept. 3.50 


80 
80 


$1.20 
2.00 
= 


Sept. $ .62 
Dec.’47 10.93 


Sept. 
Sept. 
Sept. 
Sept. 
Sept. 
Sept. 
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Share Earnings——— 
12 Mos. Current Previous % In- 
teld Ended Period P. 


eriod crease 


$4.05 
1.29 
1.48 


3.04 
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B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. PF—Pro forma. Est—Estimated. WD—When distributed. 
*Pro forma, including additional shares to be sold to Middle West. 


**Estimated on average number of 
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fi~ recent filing by the U. S. Justice 
Department of antitrust proceed- 
ings against Western Electric Company 
to divorce it from control of the Amer- 
ican Telephone and Telegraph Company 
has focused attention on the development 
and value of this equipment supply sub- 
sidiary to the Bell system. The idea of 
an operating utility or group of utilities 
developing such a subsidiary as a 
reliable source of standardized equip- 
ment or supply is not new. Rail- 
roads and electric utilities own coal 
mines, and some holding companies in 
the gas and electric field have developed 
their own service organizations. Admit- 
tedly, Western Electric has played a 
great part in giving America the best and 
most telephone service in the world. This 
problem is whether to break up this effi- 
cient group to get more conpetition or 
consider regulating its relations with the 
operating companies in the public inter- 
est. (See, also, page 184.) 

Of fundamental interest in this con- 
nection is an article in the Bell Telephone 
Magazine, autumn, 1948. It is entitled 
“How Western Electric Serves Tele- 
phone Users.” It was written by Clifton 
W. Phalen, who is AT&T vice president 
in charge of public relations. A few words 
about his background are of interest 
here. 

Mr. Phalen joined the New York Tele- 
phone Company about twenty years ago 
as a lineman, and within the next ten 
years he had progressed through that 
company’s plant department to become 
division construction superintendent of 
the eastern division, He became division 
plant superintendent in the same division 
in 1939, and in 1943 made the shift to the 
personne] department as assistant vice 
president. There he became vice president 


What Others Think 


Value of Western Electric to 
Telephone Users 


in 1944, and his transfer to vice president 
in charge of public relations of the New 
York Company preceded by three years 
his election to a similar office in AT&T. 


EADING Mr. Phalen’s story is the state- 
ment “As an Integral Part of the 
Bell System, Our Manufacturing and 
Supply Unit Has a Vital Share in Pro- 
viding the Best Telephone Sefvice at the 
Lowest Possible Cost.” 
The article is well written and clearly 
organized, A brief condensation of its 
chief points follows: 


Speed 


Telephone service has been provided 
to the greatest number of people with 
the greatest possible speed. : 

The Bell system has served millions 
of people far more rapidly than could 
possibly have been done if the system had 
not had its own manufacturing and sup- 
ply company. 

By 1947, Western had turned out more 
than five times as much dial central office 
equipment as in an average year before 
the war; nearly ten times as many man- 
ual switchboards, and more than three 
times as much cable and wire. 


Uniform Standards 


As a practical matter, the design, 
manufacture, and operation of standard 
telephone equipment can be best accom- 
plished when the designers, the makers, 
and the operating people work closely 
and continuously together on the same 
team. Uniform standards make this pos- 
sible. The identity of interest and single- 
ness of purpose assure the production 
of high quality, standard equipment as 
no other manufacturing arrangements 
could, 
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The equipment must be economical to 
use and easy to maintain, and the manu- 
facturer cannot cut corners on quality 
for the sake of reducing his costs or in- 
creasing profits. 


Constant and Dependable Service 


Unusual demands for service must be 
met. Emergencies present difficulties. 
Western is invaluable in this connection. 
As a unit of the Bell system it maintains 
a coast-to-coast warehousing and distrib- 
uting organization which is set up espe- 
cially to meet the day-to-day needs of the 
telephone companies for apparatus and 
materials, These nation-wide stocks of 
supplies are invaluable when emergencies 
occur. 


Scientific Progress 


To meet the Bell operating companies’ 
needs, Western Electric turned out some 
47,000 different designs in 1947, and is 
ready at any time to make almost as many 
more for replacement or repair of ap- 
paratus already in use. 

The result is that the operating com- 
panies can take full advantage of the 
steady improvement in the telephone art ; 
they can continuously and efficiently in- 
troduce new equipment that fits in and 
works well with the old, and can avoid 
making costly large-scale plant replace- 
ments aheead of the time when it is eco- 
nomical to do so. 

These economies to the telephone com- 
panies may mean a loss in business to 
Western Electric—for example, because 
fewer replacements may be needed in the 
future, or because more service can 
rendered with relatively less equipment. 
But in this way, Western helps the op- 
erating companies to get the most out of 
technological progress, and make the 
maximum improvements and savings 
available to telephone users. 


Costs 


HE relationship between Western 
Electric and the Bell system means 
that Western shares in the system policy 
of trying to give the best service at low- 
est cost. In fact, the basic reason why 
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Western is a part of the system is to 
insure that the manufacturer will center 
on meeting the needs of the customer, 
rather than on doing business in the way 
that will be most profitable to the manu- 
facturer, Types of equipment must be 
and are produced that result in operating 
economies to the telephone companies, 
and hence in economies to the user. 

Western Electric’s prices to the Bell 
system companies are substantially lower 
than the prices charged by other manu- 
facturers of telephone equipment, Prices 
to Bell customers since the war have gone 
up much less than the rise in prices gen- 
erally. 

In June, 1948, Western’s prices on the 
products it makes were up on the average 
only 16 per cent over the average price 
level for Western-made products in the 
years 1935-39. This small increase is far 
less than the average rise of 75 per cent 
in the prices of all manufactured goods. 


Profits 


Over the years the profits have been 
very reasonable. In the entire period 
from 1925 through 1947, Western earn- 
ings averaged 7 per cent on its net invest- 
ment. 

This is the average of the good 
years, when earnings were higher, and 
the poorer years, when earnings were 
lower or losses were suffered. Compared 
with Western’s 7 per cent average, in 
the same period the 50 largest manufac- 
turing companies in the country, operat- 
ing in competitive markets, earned an 
average of 8.7 per cent on net investment. 

Another way to look at profits in a 
manufacturing and distributing business 
is as a percentage of total sales. During 
the period 1925-1947, Western’s earn- 
ings were only 3.5 per cent of sales, com- 
pared with 5.8 per cent for the 50 largest 
manufacturers. 

From the record it appears that West- 
ern Electric profits have been no more 
than reasonable, and that the operating 
companies of the Bell system have ob- 
tained at reasonable prices the equipment 
they need to give the public good tele- 
phone service. 
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Annual Reports of Western Massachusetts 
Electric Company 


OT many utility companies handle 

their annual reports in the manner 
used by Western Massachusetts Electric 
Company, with offices in seven cities in 
its service area, and the main office in 
Boston. This company has divided its 
essential problem into two parts. 

First, it presents its usual conservative 
annual report based on straight factual 
and accounting material. Even this study, 
in black and white, bows slightly to the 
current trend of color by including a map 
of the territory served and one page of 
six neat small charts carrying a dash of 
color. 

Second, the company, possibly realiz- 
ing an overly conservative attitude in the 
past on this point, decided in 1948 to 
send stockholders a separate booklet de- 
signed especially for nonresident share- 
holders who previously had been given 
little opportunity to form a physical pic- 
ture of the company and the area it 
served. 

That pictorial analysis of Western 


Massachusetts Electric is entitled “The 
Power of Western Massachusetts,” and 
it contains 52 pages of attractive pictures 
and charts, with a minimum of text. The 
charts are simple, artistic, and each car- 
ries a clear story needing no explanation. 
In the main section of the booklet the 
typical 2-page spread consists of a full- 
page picture in black and white on the 
right side, and about a half a page of 
descriptive text facing on the left-hand 
page. 
In addition to a favorable reaction 
from stockholders, the company reports 
that it has received requests in apprecia- 
ble volume from brokerage firms 
throughout the country for additional 
copies. 

ore aggressive than either of the 
above publications is the company’s 26- 
page booklet selling Western Massachu- 
setts as an ideal location for new indus- 
tries. It contains several unique features 
not found in similar publications of other 
utility companies. 





The All-electric 


BR. E.ectric INSTITUTE explains 
its all-electric kitchen program. 

“If all kitchens in wired homes were 
electrified according to today’s standards, 
the additional electric appliances needed 
would represent a retail market of $35 
billion; operation of these appliances 
would require more than 165 billion 
kilowatt hours per year ; and they would 
provide an added annual electric service 
revenue of over $24 billion. And these 
figures, big as they are, include only the 
major appliances—the range, water heat- 
er, refrigerator, dishwasher, garbage 
disposer, and home freezer. Small 
appliances and good lighting would add 
substantially to these figures.” 

Above is the opening paragraph of an 
address made by Harry Restofski, chair- 


man of the commercial] division, general 
FEB, 3, 1949 


Kitchen Program 


committee, Edison Electric Institute. 
This speech, entitled “The All-electric 
Kitchen Program,” was presented at the 
general sales conference, Southeastern 
Electric Exchange, Atlanta, Georgia, 
November 11, 1948. 

Very early in his discussion, Mr. Res- 
tofski makes it very clear that the pro- 
gram is most important for a reason oth- 
er than the presence of a gigantic market 
of profitable business, The most com- 
pelling reason for action is the competi- 
tion of other industries, gas and liquefied 
petroleum. That point is emphasized 
powerfully by this sentence: “There are 
competitive forces hard at work attempt- 
ing to destroy the trend toward the 
electrical way of living.” 

The point is pressed further by the 
assertion that the current efforts of 
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“BUT PRESIDENT TRUMAN SAYS THAT EVERY AMERICAN MUST HAVE 
A CHANCE TO OBTAIN HIS FAIR SHARE OF OUR INCREASING ABUNDANCE” 


the competitors are basically strong for 
two reasons. “They are unified in their 
effort to codrdinate all branches of the 
gas (or LP-gas) industry, and they de- 
pend upon the inability of the electrical 
industry to unite in a cooperative move- 
ment to sell the advantages of electrical 
living as against gas.” 

Mr. Restofski does not pull his 
punches in proving the case with specific 
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examples. That part of the address 
doesn’t make soothing reading for those 
engaged in the business of generating 
electric power. 

So, let’s turn to the speaker’s con- 
structive suggestions. 

Short selected quotations from the 
speech will give the idea: 

To meet this need for an electrical in- 
dustry program, the electric kitchen and 
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laundry committee of the Edison Electric 
Institute has developed the first part of a 
complete national consumer activity to sell 
a method of living—the electric way. 

_ The All-electric Kitchen Program is the 
initial start of a long-range activity. It has 
been developed and geared to supplement 
the electrical appliance manufacturers’ na- 
tional advertising, which features brands at 
the consumer levels, and to complement the 
NEMA industry promotions at the trade 
levels. Its first phase is a hard-hitting con- 
sumer campaign based on electric living, and 
has as its immediate goal—consumer educa- 
tion. 

The entire All-electric Kitchen Program 
is built around the electrical industry’s pow- 
erful new slogan—“Of Course—It’s Elec- 
tric.” 


In condensed form, there are pre- 
sented here some of the program ideas 
explained by Mr. Restofski: 

1. The EEI will exert every effort 
with electric appliance manufacturers 
for their adoption of this electrical in- 
dustry slogan. 

2. The spearhead of the program is a 
40-page book (63” x 9”) known as the 
“Kitchenizer’s Digest.” It contains facts, 
figures, and definite suggestions on color, 


decoration, equipment, arrangement, 
financing, planning, and other considera- 
tions relating to the installation of an all- 
electric kitchen. 

3. Suggested ways to obtain low-cost 
distribution include newspaper ads, 
radio spot announcements, outdoor 
posters, regular customer contacts. Oth- 
er good means for obtaining controlled 
distribution are at women’s club and 
other meetings, cooking schools, home 
economics classes, utility displays and 
exhibits, home shows, and model homes. 
EEI supplies the basic materials, 

4. A 27-minute color motion picture, 
“The Constant Bride.” 


iy the case of the “Kitchenizer’s Di- 
gest” the production cost for 100,000 
copies is 21 cents each. In lots of 500,000 
it is 10 cents each. In the case of the 
motion picture, the original contract 
cost of production is $37,000 for the 
master print. The cost of copies will 
depend upon the number purchase on 
the first order. 





Kansas City Kilowatts 


HE mayor and city council of Kan- 

sas City, on September 7, 1948, 
called upon the Kansas City Power & 
Light Company to make a report on the 
company’s existing and anticipated prob- 
lems “as related to the fulfillment of our 
obligations to the citizens of this com- 
munity.” Such an interesting and in- 
formative report was prepared that the 
company’s president, H. B. Munsell, hit 
on the novel idea of making up copies 
for his own employees. In his letter of 
introduction he said in part: 

It occurred to me that this report contains 
much data which should be of prime interest 
to the employees and their families, and I 
am taking the liberty of asking you to read 
the attached copy. If you have any ques- 
tions concerning any phase of the report, 
please feel free to call on me. 


The report is 32 printed pages in 


length, and the important ideas presented 
are too numerous to discuss here. How- 


ever, the subject headings scattered 
throughout the booklet give a concise 
picture of the situation without need for 
supporting facts. These headings are: 


Impossible to Get New Equipment during 
the War 

All-time Peak Load in August, 1948 

Complete Two Major Installations at Grand 
Avenue 

Other Power Producing Facilities on Order 
or under Construction 

Two New 60,000-kilowatt Turbo-generators 
by June, 1951. 

Forecast Peak Demands for 1948-1951 

Unusual Conditions May Affect Peak De- 


mands 

All Companies to Benefit by Interconnect- 
ing Lines 

Southwest Power Pool May Offer Tie-in 
Possibilities 

Enlarging Transmission and Distribution 
Facilities 

New Substations Necessary for Expanding 
Service 

Underground Network to Cost Approxi- 


mately $3,000, 
Make Plans to Handle Future Load Growth 
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Plan 165 Circuit Miles of Overhead Exten- 
sions in 1948 

Working to Modernize Street Lighting 

Street Lighting Revenues Show Loss 

Skilled Man Power a Major Problem 

Only Small Number of Customers Waiting 
for Service 

Expect to Speed up Installation of Trans- 
formers 

Raise $20,000,000 to Finance Construction 
Program 


Steam Operation Losing Money 
Higher Operating Costs May Force Increase 
in Rates 


The supporting text is as pointed, 
honest, and clear as the above headlines. 
No doubt Mr. Munsell has received 
favorable comment from many sources. 
The address of the company is 330 Bal- 
timore avenue, Kansas City 10, Missouri. 





Selling a Granted Rate Increase 


usT to make things more difficult, we 
J understand on good authority that 
utility rate increases must be sold to the 
public not only before they are granted 
but also after they are granted. 

The Los Angeles Transit Lines, 1060 
South Broadway, Los Angeles 15, be- 
lieves this to be true. G. G. Gifford 
of that organization thinks that execu- 
tives of other utilities would be inter- 
ested in an advertisement his company 


used in connection with its recent fare 
increase. 

He states that in his opinion the frank- 
ness and simplicity of the ad accom- 
plished wonders in public relations. 
Criticism against the advanced fare, at 
the moment, is practically negligible, he 
says. 

Limited space here does not permit a 
reproduction of a sizable portion of the 
ad. However, a few comments on its 





Why the Los Angeles Transit Lines Was 
Granted a Fare Adjustment 


Los Angeles’ first Transit 
System -one car, two 
ules. Called the 





al 





NEW BASIC FARE 1948 


les Angeles Transit Lines operates 
1200 cooches and street cors. Service 
covers 350 miles of one-way rovtes 
over a 400 squore mile crea. Basic 
fore 10c. 
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contents are warranted. The 2-line lead 
read “Why the Los Angeles Transit 
Lines Was Granted a Fare Adjustment.” 
Then with neat and simple illustrations 
it was explained that the original fare in 
1874 was 10 cents, and that the new 
basic fare in 1948 still was 10 cents. A 
new zone fare schedule was approved by 
the public utilities commission of the 
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state of California, effective November 
20, 1948. 

Following this explanation were dis- 
cussions on the following topics: (1) in- 
creased expenses, (2) decreasing rev- 
enues, (3) added service, (4) compari- 
son of fares and living costs, and (5) 
comparison of fares with other cities. 


—G. M. W. 





Private Ownership Favored by Utility Union 


N the Utility Workers Union (CIO) 
convention held at Washington, 
D. C., in October there was evidenced a 
desire to support business-managed pub- 
lic utilities in preference to publicly 
owned projects. This sensitiveness to 
the dangers of socialization took the 
form of definite resolutions adopted by 
the 400-odd delegates. The group had 
previously shown some sympathy for 
public ownership policies. 

The resolutions passed were: (1) En- 
dorsement of private ownership of pub- 
lic utility companies as long as respon- 
sible management and _ good _labor- 
management relations exist. (2) Union 
opposition to tactics designed to drive 
public utilities into public hands or “any 
unfair acquisition of privately owned 
utility” through condemnation or con- 
fiscation. (3) Suspension of officers in 
four Communist-dominated locals in 
California. (4) Full acceptance of “the 
American concept of democracy” and 
preservation of the “American way of 
life.” Other resolutions adopted were 
more in line with prevailing union 
thought: repeal of the Taft-Hartley Act ; 
price control restoration to halt inflation ; 
progressive taxation ; and amendment or 
repeal of state utility labor laws. 

The Utility Workers’ resolutions on 
ownership of utilities are at consider- 
able variance with the stand taken by the 
CIO Political Action Committee. The 
latter group has published a 179-page 
book entitled “Speakers’ Book of Facts,” 
and it has been distributed by the Utility 
Workers Union. This book confines its 
statements on utilities to 34 pages sup- 
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porting the Tennessee Valley Authority. 
It attacks the refusal of Congress to give 
TVA $4,000,000 to begin work on a 
steam plant at New Johnsonville, Ten- 
nessee. Achievements of TVA were 
praised, and the “power lobby” de- 
nounced. No statements regarding util- 
ity ownership appeared in the annual re- 
port of the officers and executive board 
of the Utility Workers Union to dele- 
gates at the convention. This report did 
condemn utility labor legislation in 
states, and it strongly advocated political 
action. 


<a. action” received consid- 
erable attention from speakers at 
the Utility Workers convention, The 
principal speaker was Assistant Secre- 
tary of Labor John W. Gibson, a former 
Michigan CIO official who aided in the 
unionization of Michigan utilities before 
he came to Washington. Gibson at- 
tacked the 80th Congress and the Taft- 
Hartley Act. He said that “politics is a 
serious business,” and that he was 
obliged to conclude that “legislation is 
either for you or against you—there is 
no middle road.” Referring to state 
utility antistrike laws, he conceded that 
a strike does create chaos, but he decried 
the lack of an “adequate substitute for 
the right to strike.” Numerous other 
speakers stressed the “vote right” idea. 

The financial statement of the Utility 
Workers Union for the year ended June 
30, 1948, indicates that the paid member- 
ship list numbers about 28,000. Total 
income for the year was $306,000; ex- 
penditures about the same, with the 
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WHAT OTHERS THINK 


largest amount, $137,000, paid out for 
regional organizational expenses. Total 
assets were $127,600, mostly in cash and 
U. S. savings bonds. 

The American Federation of Labor 
has taken pains to compliment the utili- 
ties on their treatment of labor. The or- 
ganization asserts that utilities and rail- 
roads stand alone among American in- 
dustries in their general attitude on the 
relationship of wages to prices. In the 
October issue of Labor’s Monthly Sur- 
vey, published by AFL, comparative 
statistics were given for different indus- 
tries from 1939 through 1947. They 
were analyzed in detail. The study con- 
cludes that in the case of utilities and 
railroads the proportion of the value of 
services produced which were paid for 
wages increased over the 9-year period. 
During the same period, the part remain- 
ing for profits declined. The report 
mentions that in utilities the average 
price per kilowatt hour of electric cur- 
rent sold has declined steadily since 1939, 
while wages have risen. Quoting: “Yet 
because the industry has cut costs and 
improved efficiency by installing new 
machinery, profits are satisfactory. Out- 


put per man-hour has increased 36 per 
cent since prewar.” The survey cited the 
industry as an exceptional example of 
efficient operation, offsetting necessary 
increased wages. 


ITH respect to the telephone in- 

dustry, the president of the Com- 
munications Workers of America, 
Joseph A. Beirne, takes a contrary view. 
CWA represents about 230,000 tele- 
phone workers throughout the country, 
more than one-third of the total. Mr. 
Beirne recently said, “If the Bell sys- 
tem seeks to persuade rate regulatory 
bodies to grant them excessively large 
profits, CWA will be forced to modify 
present nonintervention policy and ap- 
pear before rate commissions asking 
them to deny company requests.” It is 
known that some groups within the 
CWA have been talking about the ad- 
visability of advocating ownership of the 
telephone system by the Federal govern- 
ment. 

However, it has been learned on 
good authority that there is no general 
consensus at this time on that question 
within CWA. 





Valuable Employees’ Handbook 


Oo“ Pusiic Service CoMPANY has 
prepared a handbook for em- 
ployees which many utility executives 
would enjoy reading. It is entitled “You 
and Your Company.” Persons acquaint- 
ed with the company’s president, R. E. 
Burger, can recognize his philosophy and 
personality running through the entire 
44-page booklet. 

The brochure explains to the employee 
his current opportunities, possibilities for 
advancement, and the benefits available. 
Remarks on the responsibilities accom- 
panying employment are included. The 
second half of the booklet is devoted to 
a brief description of the company’s op- 
erations. Every double-page spread con- 
tains at least one interesting and attrac- 
tive photograph in black and white. 
Color is employed for borders and back- 


ground for headlines. The type of treat- 
ment of textual material is illustrated 
below. Under the heading “Your Op- 
portunities” there are the following 
three paragraphs: 


It is the policy of the OPS to fill vacan- 
cies through the promotion of its employees. 
It has long been in force. Employees with 
good records who qualify are given first 
consideration. Everyone has a chance to 
advance. 

The company’s growth through more 
than a quarter of a century has been steady 
and great. As it grew, new departments 
were created. This required experienced 
supervisors and employees. Th were 
trained and developed in the ops. family 
whenever possible. 

The company is still growing. This 
pose. therefore, is creating new openings. 

‘urthermore, as the older employees retire, 
their positions are filled by qualified OPS 
employees. Thus, an endless chain of ad- 
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with greater compensation. 


ee pee with Opportunity” is the 


following heading, and the single 


paragraph dealing with that subject is 


so well stated that not to quote it here 
would represent a serious omission: 


Opportunity is one thing, security an- 


other. Frequently, security vanishes in 


times of economic adversity. Electric serv- 
ice, however, has 
modern living that even during economic 
recessions electricity is in demand when 
other services and commodities are curtailed 
or dispensed with. That is why a job with 
the Ohio Public Service Company is more 
secure than one with most other business 
establishments. 


Lack of space here does not permit 
further quotations, but the remaining 
content of that part of the booklet de- 
voted to the employee specifically is por- 
trayed by the following subject head- 
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vancement is set up that means better jobs 


become so essential to 


lines which indicate a broad coverage : 
Your Responsibilities Education and 


Your Job and Your Training 
Income , Fraternities and 
Hours, Vacations, Sororities 


and Holidays Service Pins 
Employment of Rel- Credit Union 
atives, Marriages The Delta, publica- 
Your Health tion 
Your Insurance Suggestion System 
Your Safety Customer Relations 
General Safety Com- 
mittee 
The remainder of the booklet, a little 
over one-half, is devoted to a brief his- 
tory of the company expanded to ex- 
plain the nature and extent of current 
operations, giving some attention to all 
important departments. On the last page 
a well-drawn map of the territory served 
is presented in attractive colors. 
The Ohio Public Service Company’s 
main office address is 1400 Hanna build- 
ing, Box 6058, Cleveland 1, Ohio. 





Notes on Recent Publications 


Gas Sales in Illinois. The Illinios Commerce 
Commission, the utility regulatory agency of 
the state, has published a 3l-page research 
report on 1947 sales of Illinois gas utilities. 
The analysis presents a comparison of 1947 
gas sales with those for the year 1946, for 
the 12 largest public utilities furnishing gas 
service in the state. The companies account 
for approximately 99 per cent of total sales 
in the territory. Basic summary tables give 
data for total operating revenue classified by 
class of service, such as residential, com- 
mercial, and industrial. Figures are shown 
also for therms produced and the average 
number of customers, each classified by type 
of service, The remaining statistical tables 
deal primarily with similar data for the in- 
dividual companies. Research Bulletin No. 
44. Illinois Commerce Commission. Re- 
search and Statistics Division, Engineering 
Section, Springfield, Illinois. 


Utility Financing Picture Bright. Ebasco 
Services Inc., has published a 44-page book- 
let asserting that the electric utility industry 
should have no major problems in financing 
the $6 billion expansion program during the 
next four years. In fact it claims that the 
industry could finance a considerably larger 
expansion if it were called upon to do so. 
The main conclusions of the booklet, with 
supporting data, were presented in preview 
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form in the August 26th issue of Pustic 
Utmities Fortnicutty. Harold H. Scaff, 
vice president, Ebasco Services Inc., wrote 
the article entitled “Electric Utility’ Stocks 
Are Better Than Ever.” The report removes 
doubts expressed in some quarters regarding 
the ability of the industry to carry out the ex- 
pansion program without straining its finan- 
cial resources. Ebasco says that these doubts 
stem from the following: (1) inflationary 
pressures on costs and their effect on income 
which have made other public service indus- 
tries seek substantial rate relief; (2) the ap- 
parent slowness of growth of operating in- 
come during the last two decades; (3) lack 
of understanding, both of the market poten- 
tial inherent in the utility business and of 
the general effect which the construction 
program should have on the operating costs 
of the industry; (4) fear of adverse action 
by regulatory bodies. Three other important 
points to consider in appraising the earnings 
outlook are phd in detail—deprecia- 
tion, taxation, and dynamic growth. The 
conclusions are well supported by statistics 
and charts. Execrric Utmity FINANCING, 
Ebasco Services Inc., 2 Rector street, New 
York 6, New York. 


Determining Reasonable Rates. Citizens Utili- 


ities Company, 125 East Putnam avenue, 
Greenwich, Connecticut, has prepared a 10- 
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page memorandum with charts which it uses 
in both informal and formal rate proceed- 
ings, The contention of the presentation is 
that what is a reasonable rate of return for 
any individual utility company is different 
from what a reasonable rate of return is for 
any other company. Citizens Utilities has net 
earnings of about $364,000 and total capital 
of $8,025,779, including bonds, income notes, 
common stock, and surplus. The company 
holds that the proper interpretation of what 
investors are willing to pay for the securities 
of a company which are issued and outstand- 
ing is the measure of the only rate of return 
basis on which investors would be willing to 
provide the company with additional funds. 

The main feature of the presentation is a 
statistical formula for determining the rate 
of return necessary to market additional 
securities. The final step in the calculation 
is given here to indicate the method used: 


First mortgage bond, 56.07% of total 
capitalization, multiplied by 4.06%, 
yield to maturity 

Income notes, 12.78% of total capitali- 
zation, multiplied by 5.11%, yield 
to maturity 

Equity (total common stock, capital 
surplus, and earned _ surplus), 
31.15% of total capitalization, 
multiplied by 
yield basis 


18.19%, earnings ; 


Composite rate of return basis 
on which the capitalization of 
Citizens Utilities Company sells 
at current markets 


The final conclusion may be summed up as 
follows: Since 8.60 per cent is the current 
basis on which investors are willing to buy 
existing securities of the company, this is the 
percentage the company must earn on its in- 


vestment in plant and equipment in order to 
raise new capital. 


Census Publications. The Bureau of the Cen- 


sus has eet a 250-page book called 
Census Pustications, 1947, Catalog and 
Subject Guide. ~All publications issued dur- 
ing the calendar year are included under one 
of the following subject headings: Agricul- 
ture, Business, Foreign Trade, Governments, 
Industry, Population, and Miscellaneous. 
The main body of the book is the subject 
guide in which information is given regard- 
ing all of the publication dealing with a par- 
ticular subject, such as, “bookbinding” or 
“Tdaho.” The book is for sale by the Super- 
intendent of Documents, U. S. Government 


Printing Office, Washington 25, D, C. 


Venting Direct Gas Heaters. The successful 


disposal of combustion gases from gas-fired 
appliances to the outside atmosphere is a 
problem discussed in detail in a 68-page re- 
search booklet published by Purdue Uni- 
versity, Lafayette, Indiana. The bulletin is 

wn as Research Series No. 103, Engi- 
neering Experiment Station, and its title is 
“Research in Venting Direct Gas Heaters 
When No Chimney Connections Are Avail- 
able.” The authors are C. E. Blome, research 
associate, and J. L. Bray, professor of 
metallurgical engineering. The booklet an- 
alyzes and appraises the problem, partic- 
ularly as it concerns space, and it discusses 
in detail many illustrated examples with the 
object of pointing out why installations 
sometimes fail and what can be done to 
overcome these conditions. Copies are avail- 
able at $1 a piece postpaid from American 
Gas Association, 420 Lexington avenue, New 
York 17, New York. The association is 
sponsoring a general study of gas appliance 
venting practices and conditions. 





Canadian Hydro Development 


HE “Census of Industry 1946 Central Electric Stations in 
Canada” shows that the potential water power of the en- 

tire Dominion, which would make available 24-hour at 80 per 
cent efficiency, amounts to 25,722,900 horsepower at the or- 
dinary minimum flow. Estimated on the basis of ordinary 6- 
month flow this total potential rises to 40,124,100. As of the end 
of 1947, approximately 10,490,923 horsepower was being devel- 
oped through turbines installed. This percentage of develop- 
ment is considerably higher than the amount estimated in 
Pusiic Utiiities FortTNIGHTLY, issue of January 6, 1949 
(page 39), which placed Canadian development at less than 
8 per cent of an approximate total potential of 18,000,000 horse- 


power. 
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The March of 
Events 


In General 


U. §S. Sues to Divide 
Western Electric 


fon U. S. government last month 
sued to force the American Tele- 
phone and Telegraph Company to give 
up ownership of Western Electric Com- 
pany, Inc., and much of its control over 
21 Bell telephone operating companies. 

The suit seeks a separation of Western 
Electric from AT&T and the dissolution 
of Western Electric into three competing 
manufacturing firms. 

The Justice Department asked the 
court to require AT&T and all Bell op- 
erating firms to buy their telephone 
equipment only on a competitive bidding 
basis. AT&T and Western Electric also 
would be required to license their patents 
to all applicants at reasonable royalties 
and to provide technical assistance to 
firms making use of these patents. 

Attorney General Clark said the suit, 
which was filed in Federal District Court 
at Newark, New Jersey, was instituted 
after consultation with the Federal Com- 
munications Commission. 

The complaint charged that Western 
Electric, a wholly owned subsidiary of 
AT&T, manufactures and sells 90 per 
cent of all telephones, telephone ap- 
paratus, and equipment sold in the United 
States and that a substantial part of the 
remaining 10 per cent is produced under 
direct control of Western Electric, 

The complaint proposed that Western 
Electric be separated into three com- 
panies “in such a way that two of them 
shall each be capable of manufacturing a 
full line of telephones, telephone ap- 
paratus, and equipment, and the third 
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shall manufacture special products not 
used exclusively in telephones.” 

The case has been many years in prepa- 
ration and is expected to face a long and 
bitter court battle. 

Leroy A. Wilson, president of AT&T, 
in commenting on the recent action of the 
Justice Department, said : 

Western Electric has been a part of the 
Bell system for over sixty-five years, hav- 
ing manufactured the system’s telephone 
equipment since 1881. Over these years, it 
has been the telephone users who have bene- 
fited most from this relationship. Moreover 
this relationship has been of extreme im- 
portance to the country’s national defense 
I bt a War I and especially in World 

ar II. 


Mr. Wilson stated that he was sure the 
existing arrangement would be found to 
be in the public interest when all the facts 
are known. “Looking at the record, it is 
obvious that it would be the public and 
the telephone users who would suffer 
most if there were to be any change.” 


Survey Refutes Shortage Charge 


[* gpercarsige of claims that a critical 
j power shortage exists was implicit 
in an Edison Electric Institute survey 
completed last month and based on post 
year-end reports from 90 per cent of the 
electric industry. This percentage was 
said to comprise practically all the pri- 
vately operated companies and most ‘of 
the larger municipal and Federal sys- 
tems, 

The results of the survey, released by 
Ernest R. Acker, president of EEI, show 
that the electric light and power industry 
met December’s peak demand for elec- 
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tricity, the highest electric load in his- 
tory, with a generating capacity margin 
of 5.1 per cent to spare, 

This reserve margin of 5.1 per cent for 
December, 1948, was slightly greater 
than the 5 per cent reserve of the pre- 
vious year and substantially above the 4 
per cent margin indicated by the insti- 
tute’s survey last September. It was more 
than three times greater than the 1.6 per 
cent “safety margin” predicted in a re- 
port of the National Security Resources 
Board, released on December 13th. 

A major factor in providing this re- 
serve margin was the installation of over 
4,000,000 kilowatts of new generating 
capacity during 1948, a record for a 
single year. 


Court Refuses FPC Bids 


HE U. S. Circuit Court last month 

turned down the Federal Power 
Commission’s application for an injunc- 
tion to restrain Panhandle Eastern Pipe 
Line Company from paying a dividend 
of 810,000 capital shares of Hugoton 
Production Company to its stockholders. 
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The court, however, continued for an- 
other ten days a temporary order issued 
last December restraining Panhandle 
from making the distribution and also re- 
straining Hugoton from assigning any 
of the leases on 96,164 acres of land in 
Kansas it has received from Panhandle 
as part payment for the stock proposed 
for distribution, 

Reason for continuing the temporary 
order was to give the commission an op- 
portunity to ask the U. S. Supreme 
— to review the case, the circuit court 
said. 

The decision upheld Judge Paul C. 
Leahy at Wilmington, who originally re- 
fused an injunction to the FPC. 

The FPC subsequently announced, 
upon joint request of Panhandle Eastern 
Pipe Line Company and the FPC staff 
counsel, that it has postponed until 
February 7th the hearing previously 
scheduled to commence January 24th in 
Washington, D. C., in the investigation 
initiated by the commission involving 
Panhandle’s transfer of natural gas re- 
serves to Hugoton Production Company. 


se 
Alabama 


State-owned “Little TVA” 
Advocated 


OVERNOR James E, Folsom, who has 

long advocated expansion of the 
Tennessee Valley Authority, set out last 
month to develop a state-owned “Little 
TVA” in Alabama. 

Appearing before the legislative coun- 
cil which is drafting a program for the 
1949 session, Folsom disclosed plans to 
ask for a constitutional amendment to set 
up an agency to generate and distribute 
low-cost electric power in the state. 


* 


He did not go into detail, but said the 
“Little TVA” could be located on the 
Coosa and Tallapoosa rivers and could be 
financed with a loan from the Recon- 
struction Finance Corporation. No esti- 
mate was made of the cost. 

The governor said one reason for his 
plan was made that Alabama may run 
into a shortage of electricity in the 
future and a publicly owned system 
would provide a new source of power, It 
would take a constitutional amendment 
because Alabama’s organic law prohibits 
works of internal improvement. 


Connecticut 


Power Strike Averted 


AZ. strike at the plant of 
the Bridgeport Gas Light Com- 
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pany was called off recently just two 
hours before the deadline set for the 
walkout. 
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Danger of a shutdown which would 
have cut off power and light from many 
industries and public institutions ended 
when members of Local 12,298, District 
50, United Mine Workers, voted to ac- 
cept a last-minute offer by the company. 

Walter M. Brock, international repre- 


sentative of the UMW, said after the 
meeting that the company proposal in- 
cluded a general wage increase of six 
cents per hour, with additional increases 
of three cents an hour for shift workers 
and three and one-half cents an hour for 
appliance and servicemen. , 


Illinois 


Tax Measures Introduced 


LLINOIS municipalities are attempting 
to get a slice of utility tax revenue. 
Measures to permit municipalities to ob- 
tain revenue from the state’s 3 per cent 
tax on utility sales within city limits were 
introduced last month in the state legisla- 
ture. Similar bills were rejected during 
the 1947 legislative session, but the new 


legislation was reported to have the en- 
dorsement of numerous civic and politi- 
cal groups. 

Representative G. William Horsely, 
Springfield Republican, is author of the 
new bills, which are designed to relieve 
financial strain in cities. Cosponsors are 
Representatives William G. Thon of 
Oak Park and J. Lisle of Hampshire, 
both Republicans, 


* 
Maryland 


Rate Boosts Sought 


N emergency increase of approxi- 
mately 114 per cent in its base rates 
for electricity, gas, and steam, to become 
effective on April 1, 1949, was asked by 
the Consolidated Gas, Electric Light & 
Power Company on January 11th in a 
petition filed with the state public service 
commission. 

Based on anticipated volume of busi- 
ness for this year, the emergency rates 
are calculated to produce additional gross 
revenues of approximately $7,100,000 a 
year. That sum for a full twelve months’ 
operating period is estimated by the util- 
ity to provide an additional annual net 
operating income of about $4,290,000, 
after taxes. 


For a typical residential customer 
using 100 kilowatt hours of electricity 
per month, it would mean a boost of ap- 
proximately 1} cents per day. The gas 
bill of a typical residential customer, 
using 3,000 cubic feet of gas per month, 
would be boosted approximately 1} cents 
per day also. 

The company’s rate experts figure that 
65 per cent of its 262,000 residential gas 
customers consume an average of 3,000 
cubic feet of gas monthly, while a like 
percentage of the 317,000 residential 
users of electricity consume an average 
of 100 kilowatt hours per month, 

The utility proposes to make no change 
in the fuel adjustment rates established 
when the last change was made in base 
rates on April 1, 1947. 


Massachusetts 


New Utility Commission 
Proposed 


REATION of a new state commission 
to intervene in behalf of the public 
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in utility. rate cases was proposed by 
Governor Paul A. Dever in his inaugural 
address last month to the state legisla- 
ture. 

Broad functions of the proposed 








THE MARCH OF EVENTS 


agency also would include investigation 
of the possibilities of hydroelectric de- 
velopment and the importation of natural 
gas into the state. 

Governor Dever said “we have wit- 
nessed an ever growing and increasingly 
crushing burden on the wage earner due 
to the rising cost of the necessaries of 
life.” He said gas, electricity, telephone, 
and transportation exact more and more 
dollars from the already overburdened 
weekly pay check. 

He recommended immediate legisla- 
tion to discard the present commission 
and to “establish a new, vigorous, and 
alert commission.” 

The “revitalized commission” would 
include: (1) a consumers’ counsel and 
staff of specialists who will appear for 
the public and protect its interest before 
boards and commissions hearing petitions 
for rate and price increases; (2) a fact- 
finding subdivision composed of experts 
in the fields of investigation, research, ac- 


counting, economics, and statistics, with 
adequate assistants to make reports and 
recommendations relating to prospective 
shortages and costs of services and com- 
modities ; (3) a special subdivision which 
will thoroughly survey the following pos- 
sibilities : “developing our rivers for the 
production of cheap and abundant elec- 
tricity to serve residential, industrial, 
and agricultural purposes ; procuring the 
cooperation of sister states in such proj- 
ects ; enlisting the aid of the Federal gov- 
ernment, so that we may be assured of 
our rightful share of all national appro- 
priations for low-cost electricity, im- 
proved navigation, pollution elimination, 
flood control, and enhanced recreational 
opportunities; and bringing into this 
commonwealth by means of pipe line a 
sufficient amount of natural gas to effect 
reductions in the price of gas.” 

Governor Dever also discussed the 
problems of the Metropolitan Transit 
Authority. 


Michigan 


Rate Increase Authorized 
16.73 PER CENT increase in rates of 
Detroit Edison Company was 
authorized last month by the state pub- 
lic service commission. The increase 
equals 63 cents a month on the average 
residential consumer bill and will in- 
crease the company’s revenue $13,080,- 
000 a year. Raymond J. Kelly, Detroit 
corporation counsel, said the city would 
appeal the order to the state supreme 
court. The commission rate order also 
authorized a reduction in the prompt 


payment discount from 10 to 3 per cent. 

The company based its appeal for the 
rate increase on a $10,000,000 building 
program and said the increase was the 
first in twenty-seven years, although it 
has cut rates 52 times in that period. 

Hearing on Consumers Power Com- 
pany’s application for a $6,600,000 in- 
crease in electric rates will be held 
February 15th to 17th, the state commis- 
sion announced recently. The increase 
requested would average about 16 per 
cent. 


New Mexico 


Urges Natural Gas Control 


TRENGTHENING of the state public 
service commission and provision 
for some system of control over natural 
gas production were urged by Governor 
Thomas J. Mabry in addressing the 
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opening sessions of the state legislature 
last month. 

As to the public service commission, 
he said: “If the arm of this important 
agency needs strengthening in any way, 
I suggest it be strengthened and given 
such powers as will add the necessary 
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authority to its directives and control.” 
(State Corporation Commissioner In- 
gram Pickett had earlier said he would 
seek abolition of the commission. ) 

On the subject of natural gas control, 
Governor Mabry said “we must be as- 


sured that the needs of our own state 
will be safeguarded and secured as far as 
possible in the production and distribu- 
tion of this important natural product.” 
The governor also urged “a close ex- 
amination of severance taxes.” 


New York 


Rate Petition Denied 


S oe state public service commission 
recently announced that it had de- 
nied a petition of the Consolidated Edi- 
son Company of New York for a rehear- 
ing on the commission’s order for a re- 
duction of $21,500,000 in annual electric 
rates, starting January 10th, pending de- 
termination of final rates. The reduction 
represents a cut of 10 per cent in the bills 
of all customers except public authori- 
ties. 

Milo R. Maltbie, chairman of the com- 
mission, said in an opinion that the stand- 
ard which was used in ordering the re- 
duction in electric rates formed the basis 
for granting the corporation an increase 
in gas rates aggregating more than $11,- 
000,000 annually. 

The corporation said in the petition 
which was denied that if the order con- 
cerning electric rates were rescinded and 
the old rates reinstated, the company 
would agree to refund, in case of a final 
adverse ruling, the amounts paid by cus- 
tomers in excess of the final rate. Com- 
missioner Maltbie said the petition 
amounted to “thrashing over old straw.” 


State Development of 
St. Lawrence Urged 


N his message to the state legislature 
last month, Governor Thomas E. 
Dewey urged that state development of 
St. Lawrence hydroelectric power be un- 
dertaken as soon as possible and that re- 
strictions against state construction of 
transmission lines be removed: 
“The plans for the construction of the 
St. Lawrence power project, approved by 
the United States Army Corps of Engi- 


neers, have been in existence since 1941,” 
Dewey said, “yet the unbridled power of 
this great river still flows wastefully to 
the sea.” 

He said the state of New York is suf- 
fering from a power shortage which re- 
quires it to obtain from the Province of 
Ontario over 2 billion kilowatt hours a 
year to maintain existing production. 
Meanwhile, Ontario is reported to be in 
dire need of this power. Governor Dewey 
stated : 


To each new session of Congress there has 
been presented a bill to make possible the de- 
velopment of the St. Lawrence. Conflicting 
interests have repeatedly made the passage 
of such a bill impossible. I have always 
favored the full development of the St. Law- 
rence seaway and will continue to support 
any program which respects the agreed 
rights of our state. 

But, meanwhile, the power can be de- 
veloped without reference to the seaway and, 
let me emphasize, without impeding it when 
and if it is approved by the Congress. Ac- 
cordingly, last year, New York state at- 
tempted to go ahead under the terms of the 
existing Boundary Waters Treaty between 
the United States and Canada. The power 
authority of this state has applied to the 
Federal Power Commission for approval, 
and to the United States Department of 
State to transmit its application to the In- 
ternational Joint Commission. 

Again the needs of the people of this state 
have been disregarded. The State Depart- 
ment has refused even to transmit the ap- 
plication of the state of New York. 


The governor said the following steps 
could be taken to assist in clearing the 
way for action when and if Federal co- 
Operation can be procured: (1) The law 
under which the New York State Power 
Authority acts should be improved by re- 
laxing the requirement that the power 
authority must have firm contracts for 
the sale of its power before issuing any 
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bonds; (2) the authority should be em- 
powered to construct transmission lines 
where necessary to bring this great sup- 
ply of power to the load centers. 

He said power in human terms means 
many things. “It means new business, 
new employment, and greater prosperity. 
It means the extension of the modern 
conveniences of life to rural areas. It 
means a greater number of labor-saving 
appliances in every home. These benefits 
are being denied the people of the state 
of New York without valid reason.” 

Administration leaders subsequently 


OF EVENTS 


stated that the St. Lawrence development 
was not intended to be “a pilot plant” de- 
signed to show up the private utilities. 
They added that there was a tendency to 
have an average cost of power, and that it 
was cheaper to transmit power than it 
formerly was. On that theory, they re- 
peated, any reduction in rates made pos- 
sible in some areas by state development 
of the St. Lawrence eventually would be 
reflected in lower rates elsewhere. An- 
other factor stressed was that the public 
service commission would retain its rate- 
regulating authority. 


a 
North Carolina 


Reorganization Recommended 


Jagger yp of the state public 
utilities commission “so that it can 
act promptly and effectively in the public 
interest” was recommended to the state 
legislature by Governor William Kerr 
Scott in his inaugural address on Janu- 
ary 6th. He stated: 


A large number of our people are being 
penalized by not having electric power and 
telephone service. Our industry has been 
retarded by inequitable power and trans- 
portation rates. 

Electric power is the cheapest labor the 
farmer, as well as the manufacturer, can 
hire. Yet there are still around 1,000 farms 
in North Carolina that do not have elec- 
tricity, and there are sections in which in- 
dustry is being throttled because it cannot 
get electric power on terms that will enable 
it to compete with similar industries else- 
where. I want to see these service deficits 
wiped out during my administration. 


* 


The telephone ranks at the top of modern 
conveniences. Yet the surface has barely 
been scratched in making the instrument 
available to all the people. This service defi- 
cit is not only retarding rural development 
but constricting our whole economic and 
social progress by encouraging movement of 
our people into already congested areas. .. . 

Our utilities are privately owned and they 
should be permitted a reasonable return upon 
their investment, but to justify their monopo- 
listic franchises granted them by the people 
of the state, they must also provide the serv- 
ice to which the people are entitled. 

In the field of regulating public utilities 
we must have fair and aggressive admin- 
istration of fair laws designed to protect the 
public interest as well as the interests of in- 
vestors in public utilities. Our laws regulat- 
ing utilities are, in some respects, cumber- 
some, out of date, and inadequate to meet 
modern conditions. Our state utilities com- 
mission needs to be reorganized and sup- 
plied with the services of experts so that it 
can act promptly and effectively in the pub- 
lic interest. 


Ohio 


Gas Restriction Upheld 


HIO0’s public utilities commission has 
power to issue emergency orders 
authorizing natural gas companies to re- 
strict the use of gas in times of season- 
able shortage. 
The state supreme court’s decision on 
January 12th sustained an Akron court 
refusal to enjoin the East Ohio Gas Com- 
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pany from shutting off service to an 
Akron customer who had installed a gas 
furnace in his home after being denied 
authority to do so by the company. The 
state commission had sanctioned the ac- 
tion. 

The state supreme court dismissed the 
appeal and also refused to review the 
case for possible error, 
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Rhode Island 


Would Simplify Rate Procedure 


Apron agen sa of Rhode Island’s 
public utility rate regulatory pro- 
cedure was urged by Governor John O. 
Pastore in his inaugural message last 
month to the state legislature. 

He advocated a system under which 
only one hearing would be held in rate 
cases, with provision for direct appeal 
to the courts rather than to a 3-man ap- 
peal board. Pastore said: 

It has long been an accepted fact that the 
regulation of public utilities is an important 
state function. The service provided by our 
public utilities affects every citizen and is 
essential to the welfare and continued pros- 
perity of our people. Such regulation should 
be, of course, always just and reasonable. 


A public utility, like any other business, is 
entitled to a fair return on its investment. 
We must never lose sight of the fact, how- 
ever, that the public interest should also be 
properly protected. The telephone rate case 
now in progress emphatically demonstrates 
that our public utility law works to the ad- 
vantage of the public utilities and against 
the public interest. 


He stated that the public utilities de- 
serve fair, impartial hearing, but after a 
case has been heard by one administrative 
body, “recourse on appeal should be to 
the courts and not to another administra- 
tive body.” 

The governor strongly recommended 
that the whole procedure be simplified, 
allowing the utility company a fair hear- 
oe before an administrative body. 


‘South ities 


Legislation Recommended 


N his second inaugural address early 
last month to the state legislature, 
Governor George T. Mickelson recom- 
mended that light, power, and gas dis- 
tribution be placed under the supervision 
and regulation of the state public utilities 
commission “along with the common car- 
riers, telephone and telegraph companies 
now being so supervised.” 
Governor Mickelsonalso mentioned but 
took no stand on public power districts, 
asserting that “there are many questions 


as to the feasibility and methods of cre- 
ating such districts still unanswered in 
my mind.” He said he wanted more in- 
formation before coming to a decision. 

Predicting that a power district bill 
would “without a doubt” be introduced 
in the legislative session, he urged the 
lawmakers to obtain all possible data on 
power districts and weigh the subject 
carefully before acting. He predicted 
that the power district bill would be one 
to supplement present laws governing 
generation and distribution of power by 
municipalities, 


Vermont 


Seeks State Power Authority 


OVERNOR Ernest W. Gibson last 
month asked the Vermont legisia- 
ture for a state power authority with per- 
mission to buy, sell, and generate elec- 
tricity. Consumers in Vermont, he said, 
pay more for electric power than do con- 
sumers in 44 other states, 
Governor Gibson asked that the state 


public service commission be given pow- 
er to compel electric distributors to co- 
ordinate their transfer systems. He said 
some sections of the state exported pow- 
er, while other sections, experiencing 
shortages, had to import it. He said de- 
velopment of the St. Lawrence river 
might be a future source of cheap power, 
but asked that meanwhile a state power 
authority be created. 
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Progress of Regulation 


Present Expense Allowance Not to Be Governed 
By Comparison with Previous Years 


N order of the Tennessee commission 
denying a telephone rate increase, 
in 72 PUR NS 264, was held by the state 
court of appeals to be confiscatory be- 
cause it required the company to operate 
its business at a loss. 
The court said: 

There is no substantial evidence to sup- 
port the conclusions of the commission in 
disallowing the increase in rates. A reading 
of its opinion indicates that the deductions 
made by it in allowances for expenditures 
are based upon a calculation and comparison 
of the present operating expenses and those 


of previous years, which method is not 
justified by the record. 


Much had been said in the argument 
about the foreseeable future, but the court 
said it could not engage in prescience and 
would not attempt to foretell what the 
future had in store as to cost of materials 
and supplies or as to wages and salaries. 
It should be left to the commission and 
the courts at some future date to adjust 
rates according to conditions. 

The court found no evidence to justify 
a conclusion that maintenance expenses 
would be less'in the few years succeeding 
1946 than they were in that year. 

Amounts actually paid for traffic ex- 
pense were said to be properly allowable, 
and it was not reasonable to compare 
— with traffic expenses in 

In disapproving the commission’s re- 
duction of commercial expenses, the court 
said there was no evidence to support the 
reduction and there was no charge of ex- 
travagance, mismanagement, or abuse of 


discretion on the part of the officers of 
the company. The commission could not 
substitute its judgment for that of these 
officials. Their good faith was presumed 
in the absence of any evidence to the con- 
trary. 

Likewise, the court saw no reason for 
disallowing an amount actually paid to 
the trustee of a pension trust fund dedi- 
cated to the payment of pensions and 
which was an operating expense under 
the uniform system of accounts. The 
commission had ascertained the percent- 
age of pension expense to the total pay- 
roll and applied this percentage to the 
payroll as reduced by it, and it had also 
disallowed an amount representing pen- 
sion accruals. 

The court approved a lower court rul- 
ing in 74 PUR NS 150, that the company 
got full value from the American Tele- 
phone and Telegraph Company under its 
license contract and that a payment of 14 
per cent of gross revenues for services 
was reasonable. It agreed with a lower 
court conclusion that the telephone com- 
pany purchased from Western Electric 
Company essential materials at a price 
less than it could get them from any other 
source, and that the profit made by the 
American Company from its ownership 
of stock in Western Electric was 
moderate. 

Disallowance of part of the claim for 
depreciation was criticized. The court 
said that, while the commission might re- 
quire the company to adopt a system of 
accounting, such system must conform 
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to that adopted or approved by the Inter- 
state Commerce Commission where ap- 
plicable. Federal regulations required de- 
preciation to be figured on the straight- 
line basis as was done by the company, 


and the commission would have no right 
to prescribe a different method, as it had 
done in an earlier order. Southern Bell 
Teleph. & Teleg. Co. v. Railroad and 
Public Utilities Commission et al. 


7 


Securities Commission Properly Approved Financing of 
Pipe Line Allowed by Power Commission 


BJECTIONS by Panhandle Eastern 
Pipe Line Company to orders of 
the Securities and Exchange Commis- 
sion approving the financing of a natural 
gas pipe line were overruled by the 
United States Court of Appeals, Eighth 
Circuit. Panhandle is not only in the 
position of a competitor but also owns 
stock in companies in the holding com- 
pany system interested in the new line. 
Modifications made in the manner of 
construction, the court held, did not in- 
validate the certificate issued by the Fed- 
eral Power Commission authorizing the 
line. The feasibility of the project was 
held to be primarily a question for the 
Federal Power Commission and not for 
the Securities and Exchange Commis- 
sion. 
Approval by the Federal Power Com- 
mission of the feasibility of the project, 
it was held, could not be limited to initial 


operations where the entire project was 
before the commission and further au- 
thorizations were to be sought as the need 
should arise. 

The conclusion of the Securities and 
Exchange Commission that certain com- 
panies could be retained by a company as 
an integrated public utility system was 
held to be supported by the evidence. A 
finding that consumers would benefit 
from integration of public utilities and 
coérdination therewith of certain non- 
utility businesses and other findings were 
held to meet the requirements of the 
Holding Company Act that such busi- 
nesses should be necessary or appropriate 
in the public interest or for protection of 
investors Or consumers and not detri- 
mental to proper functioning of an in- 
tegrated public utility system. Panhandle 
Eastern Pipe Line Co. v. Securities and 
Exchange Commission, 170 F2d 453. 


=e 
Stock Offering to Employees below Market Price Approved 


HE Securities and Exchange Com- 
mission exempted the issuance and 
sale of securities by a subsidiary of a 
holding company under the Holding 
Company Act where it found they were 
solely for the purpose of financing the 
subsidiary’s business and had been ex- 
pressly authorized by the state commis- 
sion of the state in which the subsidiary 
was organized and operating. The com- 
pany proposed to issue bonds at competi- 
tive bidding and also to sell additional 
shares of common stock which would be 
offered to its common stockholders of 
record. 
Subject to the subscription offered to 
stockholders, employees of the company 


were given the right to subscribe for a 
maximum of 12,000 shares at $13.50 per 
share. No employee could subscribe for 
more than 400 shares. The commission 
said with respect to this: 


Such an offer to employees presents rela- 
tively novel questions under the provisions 
of the act, resulting from the fact that to 
the extent that the offering price to the em- 
ployees is below the market price of the 
stock, the discount, in effect, represents an 
enrichment of employees who exercise the 
rights and a concomitant dilution of the 
equity of the existing common stockholders. 
In considering whether such an offering to 
employees is reasonable from the standpoint 
of the company and its security holders, we, 
of course, take cognizance of the company’s 
contention that such an offering may have a 
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beneficial effect on relations with employees. 
In view of the fact that the amount of the 
apparent discount involved in the offering 
is relatively small, and that the offering is 
made on a per capita basis with limitations 
on the maximum number of shares which 
can be purchased under the offering, we are 
not inclined, under the circumstances of this 
case, to interfere with the offering. However, 


we desire to make it clear that such offer- 
ings to employees present problems under 
the act, which will be subject to close 
scrutiny, 


Re Wisconsin Power & Light Co. et al. 
(File Nos. 70-1925, 70-1926, Release No. 
8499). 


= 
Legality of Transmission Rule Is for FCC to Decide 


HE United States District Court for 

the Eastern District of. Pennsyl- 
vania dismissed a television corporation’s 
request for a preliminary order restrain- 
ing the American Telephone and Tele- 
graph Company from refusing to accept 
programs from the National Broadcast- 
ing Company for transmission to the 
television corporation’s station. 

The television corporation operates a 
station in the Philadelphia area. It main- 
tains its own private relay between this 
station and the NBC studios in New 
York. 

NBC has a contract arrangement with 
AT&T for the use of its long lines 
for television transmission. AT&T re- 
fused to transmit programs for NBC 
which had been received over the private 
relay on the ground that a company regu- 
lation prohibited such action. 

The court denied, on jurisdictional 
grounds, the television company’s request 


e 


for an order compelling acceptance of 
the programs. It pointed out that if the 
regulation were clearly illegal, it most 
certainly would be able to grant relief. 

However, in this case the illegality of 
the regulation was dependent on the 
reasonableness of the encroachment on 
the television company’s business which 
the regulation brought about. This was 
considered 4 matter which the Federal 
Communications Commission and not the 
court should decide. 

The company’s assertion that the fact 
that such a program travels over 
a private communications system can 
have no effect upon the carrier serv- 
ice asked of the telephone company or 
the cost of rendering such service, was 
also reserved for the commission’s con- 
sideration in a separate proceeding in 
which the television company had inter- 
vened. Philco Corp. et al. v. American 
Teleph. & Teleg. Co. 80 F Supp 397. 


Creditors Receive Only Part of Pledged Stock in Holding 
Company Reorganization 


HE United States Court of Appeals 

affirmed an order of the district 
court approving and enforcing a holding 
company reorganization plan, The court 
decided that the Securities and Exchange 
Commission’s findings of fact furnished 
adequate support for the conclusion 
reached by both the commission and dis- 
trict court that the plan was necessary 
and appropriate to carry out the mandate 
of the Holding Company Act. Under 
these circumstances, the court held, it 
could not substitute its judgment for that 
of the commission and district court. 
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The principal objection was that the 
Holding Company Act does not authorize 
the approval or enforcement of a plan 
which compels secured creditors to ac- 
cept, in satisfaction of their claims, a 
portion only of the property which has 
been pledged for their benefit. It was 
contended that the plan deprived the 
debenture holders of their right to have 
all of the pledged stock of a surviving 
subsidiary applied to the satisfaction of 
their claims. The court held this conten- 
tion to be without merit. 

The court observed that it is now 
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settled that security holders having pri- 
orities and preferential rights in a pub- 
lic utility holding company may, in a 
reorganization called for by the act, be 
compelled to accept the equitable equiv- 
alent of their claims in other securities 
in the continuing enterprise. It said that 
this principle has been applied not only 
to preferred stockholders but also to 
creditors. 

Accordingly, it held, security holders 
who have invested in the enterprise 
whose capital structure violates the act 
may properly be required to accept the 
equitable equivalent of their investment 
in the form of new securities in the sim- 


plified structure of the continuing en- 
terprise instead of the payment to which 
they would have been entitled if the en- 
terprise had been liquidated. 

The purpose of the pledge of property 
is merely to assure the payment of the 
creditors’ claims, it was said. If a claim 
is lawfully satisfied by the delivery to 
the creditor of its equitable equivalent 
in other securities, the function of the 
pledge has been fulfilled, according to 
the court. A creditor has no right to 
pledged property as such, but has re- 
course to it only if necessary to secure 
the satisfaction of his claim. Re Com- 
munity Gas & Power Co. 168 F2d 740. 
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Certificate to Operate ‘‘over City Streets’’ Not Invalid 
For Indefiniteness 


HE United States District Court for 

New Jersey dismissed an action by 
a motor carrier against a competitor and 
the Interstate Commerce Commission. 
The carrier objected to a commission 
order which, he alleged, “by inadvert- 
ence” removed a_ seasonal limitation 
from the competitor’s certificate. 

The court pointed out that the wording 
of the commission decision indicated that 
there was no inadvertence, and further 
that an enlargement of the carrier’s au- 
thority beyond that which it requested 
was within the discretion of the commis- 
sion. 

To the carrier’s contention that the 
wording of the competitor’s certificate 


permitting service “over city streets” was 
vague and made the certificate invalid for 
indefiniteness, the court answered : 


At the time the Hudson order was issued, 
there was no apparent reason why the city 
streets should be specified therein. The omis- 
sion from the certificate issued to Hudson, 
pursuant to that order of the designation of 
the streets over which it was authorized to 
operate, does not establish that the certificate 
was inadvertently issued. .. . 

It is interesting to note that the certificate, 
under which plaintiff, Boulevard, now oper- 
ates, is subject to the same criticism it di- 
rects toward the defendant Hudson’s certifi- 
cate. 


Boulevard Transit Lines, Inc. v. United 
States et al. 77 F Supp 594. 
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Fare Increase Wrongly Withheld to Force 
Lower Student Fares 


AS order of the Maryland commission 
requiring a passenger bus and elec- 
tric railway company to establish 3-cent 
ticket fares for schoolchildren and not 
to put into effect a previously approved 
rate increase unless these reduced rates 
were adopted was held by the Maryland 
Court of Appeals to be illegal. The court 
said that the company could not be 
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coerced to make an unreasonable de- 
crease in fares by unlawful denial of 
necessary fare increases. 

The commission’s opinion demon- 
strated that existing fares were inade- 
quate and that new fares were not more 
than reasonable. Yet, said the court, the 
order purported to find that existing 
fares were reasonable “until” fares for 
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schoolchildren are decreased and the 
company’s losses thus increased. 

The state, said the court, has a broad 
field for the exercise of discretion in 
prescribing reasonable rates. It is not 
necessary that there should be uniform 


7 


rates or the same percentage of profit on 
any sort of business. Nevertheless, the 
state may not select a class of traffic and 
compel a carrier to transport it at less 
than cost. Capital Transit Co. v. Bosley 
et al. 62 A2d 267. 


Hand-set Differential Retained 


T= Missouri commission allowed 
a telephone rate increase where 
present rates did not provide sufficient 
revenue to meet operating expenses. 

Elimination of a differential between 
handsets and wall or desk telephone in- 
struments was barred by the commission 
with this observation: 


We are convinced from our study of the 
State Power Restricted by Federal Action 
‘Lo appellate department for the 


superior court, Los Angeles county, 
California, reversed a conviction of sev- 
eral motor carrier operators for the un- 
authorized selling of transportation of 
persons over public highways. 
The court ruled that Congress, by en- 
actment of a provision of the Interstate 
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rate structures of all telephone companies 
that this differential should be continued, 
especially until the company is prepared and 
able to install a new hand-set receiver at all 
of its present stations having the antiquated 
wall or desk instruments, The elimination 
of this differential at this time removes any 
incentive to the company to make this con- 
version, 


Re Western Light & Teleph. Co. (Case 
No. 11,174). 


Commerce Act penalizing the unauthor- 
ized selling of transportation of persons 
by motor carrier in interstate commerce, 
had usurped the field to the extent that 
prosecution for violation of the state 
statute by selling transportation to per- 
sons in interstate commerce was pre- 
cluded. People v. Zook et al. 197 P2d 851. 


Earnings of Holding Company Having Foreign Subsidiaries 
Estimated on Corporate Basis 


Se United States District Court, in 
upholding an amended plan of re- 
organization of a holding company as ap- 
proved by the commission, decided that 
the commission’s method of valuing the 
company’s earnings and securities was 
sound and reasonable. The commission 
had given greater weight to corporate 
figures than to consolidated earnings. 
The court observed that although it 
has been the commission’s practice to 
stress consolidated earnings of holding 
company systems in most simplification 
cases, the fact that all operating sub- 
sidiaries in this case were located in 
foreign countries made its usual practice 
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inadvisable. Here the process of trans- 
ferring earnings of subsidiaries was sub- 
ject to such contingencies as fluctuations 
in foreign exchange, currency restric- 
tions, conversion obstacles, and the dan- 
gers of expropriation. 

The plan provided principally for the 
retirement of outstanding 5 per cent de- 
bentures of the holding company, the 
issuance of new debentures and common 
stock to be distributed in specified ratios 
to holders of the other outstanding 
securities of the company. The holding 
company’s parent company would re- 
ceive new debentures and common stock 
in return for all of its holdings of securi- 
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ties of the holding company being re- 
organized. The allocations involved a 
“give-up” of about $4,500,000 in the 
parent company’s participation, in settle- 
ment of various claims against it asserted 
by the subsidiary holding company and 
certain security holders. 

The court believed the principal issue 
in this proceeding to be whether the com- 
mission erred in its allocation of new 
securities between the parent holding 
company and the public holders of sec- 
ond preferred stock. It observed that the 
commission’s determination necessarily 
assumed the rejection of the full applica- 
tion of the so-called “Deep Rock” doc- 
trine. This had been invoked in a pre- 
vious case in which a parent creditor was 
subordinated to all public security hold- 
ers because of its past irresponsible 
financial manipulations of its subsidiary. 
The court held that the full subordina- 
tion of the parent company’s claim was 
unwarranted. The amount and alloca- 
tion of its “give-up” were deemed equi- 


table. There was evidence of several 
kinds of management errors and some 
instances of overreaching spread over a 
period of over twenty years. During this 
period, however, the parent company 
contributed to its subsidiary holding 
company much skillful and aggressive 
management. It was noted that this 
would be an enterprise which today 
would be prospering were it not for the 
peculiarly drastic effect upon it, as a for- 
eign project, of the world depression. 
The court did not believe this to be a 
situation thoroughly honeycombed by the 
dubious activities, spoilation, or faithless 
stewardship of a parent corporation bent 
on pursuing its main end of using its 
subsidiary as the means of transferring 
moneys from the public to itself. 

The argument that the jurisdiction of 
the commission was lacking because the 
operating properties of the holding com- 
pany were located outside the United 
States was rejected. Re American & 
Foreign Power Co. et al. 80 F Supp 514. 
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Intention of Shipper Not Controlling 


s y~ conviction of a motor carrier of 
operating without a certificate was 
reversed and a new trial ordered by the 
Pennsylvania Superior Court. The op- 
erator’s defense was that he came within 
an exception in the law exempting from 
the certificate requirement independent 
contractors hauling agricultural products 
for the owners of farms. 

Shipments involved consisted of 
young steers purchased by a farm opera- 
tor for fattening. The lower court in its 
charge to the jury apparently made the 
guilt of the carrier depend on whether or 
not the farm operator intended to resell 
the steers. 


The court ruled that such an interpre- 
tation of the statute was wrong and, in 
ordering a new trial, commented: 


The fundamental error in the charge was 
in making defendant’s guilt or innocence 
depend upon the believed intention of the 
shipper. The statute cannot be interpreted 
so as to make defendant’s guilt dependent 
upon the state of mind of the shipper or his 
intention as to future use of the product 
transported. Defendant’s guilt or innocence 
must be determined as of the time of the 
transportation. The sole issue on this phase 
of the case may be stated thus: Was de- 
fendant’s hauling of the cattle as agricul- 
tural products for a farmer or for a cattle 
dealer? 


Pennsylvania v. Bitzer (No. 128). 


2 


Private Water Extension Not a Utility 


HE Pennsylvania commission dis- 
missed the complaint of several 
property owners against the refusal of 
the owners of a water pipe line to serve 
them. Lack of jurisdiction was the basis 
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for the Pennsylvania commission action. 

The line varied from 2 to 3 inches in 
diameter, ran for about 4,000 feet, and 
connected some twenty-eight residences 
to the lines of a public utility, The cost 
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of its construction was entirely borne by 
its installers. 

The commission said that the water 
line and the service provided by it were 
private property rights and not public fa- 
cilities defined by the Public Utility Law. 


This ruling barred the commission from 
regulating its service to new applicants 
and required a dismissal of the com- 
plaint. Morouse v. South Pittsburgh 
Water Co. et al. (Complaint Docket No. 
14297). 


3 
Board May Not Establish Retroactive Mail Rates 


HE United States Court of Appeals 

for the District of Columbia 
affirmed an order of the Civil Aeronau- 
tics Board denying an air carrier’s re- 
quest that the board establish retroactive- 
ly a domestic air mail rate. The carrier 
claimed that the rate which the board had 
established by an earlier order was arbi- 
trary and confiscatory. 


The court pointed out that the statute 
conferring on the Civil Aeronautics 
Board power to fix rates for transporta- 
tion of air mail does not confer power to 
increase mail rates retroactively to cover 
a period in which a final rate order pre- 
viously entered was in effect. Transcon- 
tinental & Western Air, Inc. v. Civil 
Aeronautics Board, 169 F2d 893. 


e 


Other Important Rulings 


HE opportunity of obtaining in- 

formation as to the utility and effec- 
tiveness of helicopters for the trans- 
portation of mail, persons, and property 
in and around the Chicago area, which 
information would be important to na- 
tional defense as well as commercial air 
operations, was a primary consideration 
of the Civil Aeronautics Board in au- 
thorizing the service. Re Helicopter Air 
Service (Docket No. 2384 et al.). 


The Virginia commission, after con- 
sidering all the evidence brought before 
it upon the complaint of a gypsum com- 
pany against tariffs of a railroad applica- 
ble to intrastate shipments, ruled that the 
tariffs should be placed on the same basis 
as the rates found proper and made ap- 
plicable on interstate commerce in the 
same territory by the Interstate Com- 
merce Commission. Virginia ex rel. 
United States Gypsum Co. v. Atlantic 
Coast Line R. Co. et al. (Case No. 8221). 


The United States District Court for 
Montana affirmed an Interstate Com- 
merce Commission order requiring a rail- 
road to cease and desist rendering switch- 
ing services within a copper company’s 


plant on the ground that such operations 
were not a part of the transportation 
service within the railroad’s filed rates 
and that additional charges should be 
made therefor. The court ruled that such 
an order was within the statutory juris- 
diction of the Interstate Commerce 
Commission, was supported by substan- 
tial evidence, and was neither arbitrary 
nor capricious. Anaconda Copper Mining 
Co. v. United States, 77 F Supp 611. 


The Maine commission, in computing 
the cost of a water district’s plant for 
rate-making purposes, held that govern- 
ment grants should not be deducted. It 
believed that they are in a different cate- 
gory from customer contributions which 
should be deducted. Public Utilities Com- 
mission v. Portland Water District (FC 
No. 1277). 


The New York commission, in a pro- 
ceeding brought by a motor carrier to 
consolidate authority held by it under 
many different certificates into one clear 
and unambiguous certificate, refused to 
grant any additional authority where no 
new facts were submitted at the hearing 
to warrant modification or enlargement 
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of the authority previously conferred. 
Re Garrison (Case 4329, 7419, 7858, 911, 
3059, 5908, 7159, 8226). 


The Civil Aeronautics Board author- 
ized an intermediate stop at Sitka for 
several Alaskan air carriers when evi- 
dence presented by the carriers indicated 
that the volume of traffic between this 
city and other cities on the routes was 
considerable, that the time saving which 
direct air service would effect would be 
substantial, and that direct service could 
be afforded with slight additional cost. 
Re Alaska Coastal Airlines (Docket No. 
2289). 


An extension to an air carrier’s certifi- 
cate to permit its operation for an addi- 
tional period was authorized by the Civil 
Aeronautics Board where the record in- 
dicated a continued improvement in its 
operating results and the likelihood of 
further improvement in the future, and 
where an additional period of operation 
was necessary in order to provide data 


for an adequate appraisal of the poten- 
tialities of the service provided. Re 
Challenger Airlines Co. (Docket No. 
3369). 


The Louisiana commission, in over- 
ruling objections of a railroad association 
and awarding a certificate to a motor car- 
rier for the transportation of boats, com- 
mented that motor carrier service was 
superior to rail service in that it per- 
mitted delivery directly to the point of 
launching. Re Security Storage & Van 
Co. (No, 4803, Order No. 4999). 


The Wisconsin commission, in permit- 
ting a power company to modify its coal 
adjustment clause so that additional rev- 
enue would be provided from Sales to 
large volume consumers, pointed out that 
the change would serve to maintain a 
relatively stable competitive relationship 
between the utility rates and the alterna- 
tive cost of self-generation by the cus- 
tomer. Re Wisconsin Michigan Power 
Co. (2-U-2803). 
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FEDERAL POWER COMMISSION 
City of Pittsburgh 


Pittsburgh & West Virginia Gas 
Company et al. 


Docket No. G-627 


Re Pittsburgh & West Virginia Gas 
Company et al. 


Docket No. G-635 
Opinion No. 168 
September 2, 1948 (issued October 8, 1948) 


OMPLAINT by city against natural gas rates, consolidated with 
is investigation ordered by Commission; rate reduction or- 
dered. Rehearing granted November 26, 1948, limited to presen- 
tation of evidence as to experience in 1948, and rehearing other- 
wise denied. Pending rehearing, order to go into effect in limited 
form and additional revenues to be earmarked and subject to 

refund. 


Valuation, § 27 — Measures of value — Market value — Reproduction cost. 
1. Evidence of market value of natural gas acreage, trended original cost, 
and reproduction cost of operating properties, together with evidence with 
respect to changes in construction and commodity costs and in the pur- 
chasing power of the dollar, not taken from books and records and not 
purporting to represent actual cost of investment, is too conjectural and 
illusory to be given any weight in natural gas rate proceedings, p. 69. 


Valuation, § 409 — Evidence — Present cost. 
2. Reproduction cost evidence and other evidence to show present cost, 
as distinguished from actual cost of investment, is properly excluded in 
a proceeding to fix gas rates, p. 69. 


Expenses, § 135 — Natural gas production — Commodity value of gas. 
3. The commodity value or field price of natural gas produced by a natural 
gas company from its own gas acreage should not be included as an op- 
erating expense in lieu of actual production cost, p. 69. 
[5] 65 76 PUR NS 
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Return, § 11 — Basis — Limitation to investment. 
4. The utility investor should receive a fair return on his investment devot- 
ed to the public service, and the consumer should not be compelled to pay 
a return upon an increment of value above such investment, p. 69. 


Rates, § 648 — Evidence — Field price of natural gas. 
5. Exclusion from evidence, in a natural gas rate proceeding, of testimony 
relating to the field price of natural gas, proposed as a substitute for 
production cost, is proper, p. 69. 


Depreciation, § 66 — Natural gas field lines. 
6. A depreciation rate of 3.33 per cent for natural gas field lines was 
approved, p. 73. 


Depreciation, § 67 — Gas well equipment — Depletion. 
7. The depreciation reserve for natural gas well equipment should be 
determined on a depreciation basis instead of the equipment being depleted, 
p. 74. 


Depreciation, § 67 — Natural gas depletion— Reserves from deeper drilling. 
8. Inclusion of the probable reserves to be recovered from deeper drilling 
of natural gas wells in estimates of a natural gas company’s probable 
ultimate recoverable reserves, for the purpose of determining the proper 
depletion rate and proper depletion reserve requirements, is fair, reasonable, 
and proper, p. 75. 

Depreciation, § 67 — Natural gas company — Depletion. 
9. Depletion allowances so calculated and determined as to reimburse a 
natural gas company for its entire investment in the related properties 
over the service life thereof were approved, p. 76. 


Expenses, § 135 — Natural gas company — Amortization of wildcat acreage. 
10. Expense relating to wildcat acreage of a natural gas company is proper- 
ly allowed by amortization of wildcat acreage and allowance of the cost 
of leases actually abandoned during each year as an operating revenue 
deduction, p. 78. 


Return, § 101 — Natural gas company. 
11. A return allowance of 6 per cent on the rate base of a natural gas 
company was held to be the maximum reasonable rate which could be 
allowed, p. 79. 

Expenses, § 9 — Test period — Subsequent cost increases. 
12. Allowance should be made as cost of service for all legitimate expendi- 
tures for gas, labor, taxes, and other items of expense incurred during a 
test period, or which it is shown would have been incurred had sub- 
sequently established costs been in effect during the test period, provided 
that the evidence does not show such an excess of future revenues over 
future costs of service as would offset or absorb such known and ex- 
perienced increases in costs, p. 80. 


Expenses, § 114 — Income tax — Adjustment for test period. 
13. Operating revenue deductions based on a test period should be reduced 
by an amount equal to the aggregate of accruals for Federal and state 
income taxes and for Federal capital stock taxes (no longer effective) 
paid and accrued in the test year when, on the assumption that income 
would not be permitted to exceed cost of service, no such income tax 
payments would be required, p, 82. 
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Expenses, § 135 — Natural gas company — Field price theory. 
Description by the Federal Power Commission of the field price theory 
of establishing a natural gas price to be allowed as an operating expense 
in lieu of actual production costs, p. 69. 


(WimBerLy and SmitH, Commissioners, dissent, October 5, 1948.) 


(Ops, Commissioner, concurs in separate opinion, October 8, 1948.) 


APPEARANCES: Miss Anne X. 
Alpern, City Solicitor, Pittsburgh, 
Pa., and Joseph A. Langfitt, Jr., 
Assistant City Solicitor, Pittsburgh, 
Pa., for complainant; Nathaniel K. 
Beck, County Solicitor, Pittsburgh, 
Pa., and Frank Butler, Assistant 
County Solicitor, Pittsburgh, Pa., for 
intervenor, Allegheny county, Pa.; 
Harry D. Booth, Washington, D. C., 
Herbert Sharfman, Washington, D. 
C., and Julius Rudolph, Washington, 
D. C., for the Administrator of the Of- 
fice of Price Administration and the 
Director of Economic Stabilization; 
Charles M. Love, Charleston, W. Va., 
and W. A. Thornhill, Jr., Beckley, 
W. Va., for Public Service Commis- 
sion of West Virginia; Charles E. 
McGee,? Washington, D. C., and Reu- 
ben Goldberg, Washington, D. C., for 


Federal Power Commission staff. 


By the Commission: These are 
proceedings, under the provisions of 
§ 5(a) of the Natural Gas Act, 15 
USCA § 717d (a), for the determina- 
tion of the reasonableness of the rates 
and charges of Kentucky West Vir- 
ginia Gas Company (Kentucky) and 
Pittsburgh and West Virginia Gas 
Company (Pittsburgh)* in connec- 
tion with the transportation and sale 
of natural gas subject to the juris- 
diction of this Commission. They 


were initiated by the filing on March 
17, 1945, by the city of Pittsburgh, 
Pennsylvania (Docket G-627), of a 
complaint alleging that the rates and 
charges at which Kentucky then sold 
natural gas to Pittsburgh, and the 
rates at which Pittsburgh then sold 
gas to Equitable Gas Company (Equi- 
table), for distribution in the city of 
Pittsburgh, Pennsylvania, and the 
surrounding territory, were unjust and 
unreasonable and in contravention of 
the provisions of the Natural Gas Act. 
Upon the receipt of that complaint, 
this Commission issued an order in- 
stituting an investigation, consolidat- 
ing the two proceedings, and fixing a 
date for the hearing thereon (Docket 
G-635). 

Petitions to intervene in the pro- 
ceeding were filed by the Administra- 
tor of the Office of Price Administra- 
tion and the Economic Stabilization 
Director, the county of Allegheny of 
commonwealth of Pennsylvania, the 
state of West Virginia, the Board of 
Public Works of the state of West 
Virginia, and the Public Service Com- 
mission of West Virginia, all of which 
petitions were granted by this Com- 
mission. 

Pursuant to our order an extensive 
field examination of the books, records, 
facilities, and operations of the re- 





1 Having replaced Leon Wald, Assistant City 
Solicitor, who appeared initially. 

2 Having succeeded Harry Littman who ap- 
peared initially. 


8 Kentucky and Pittsburgh are herein col- 
lectively referred to as respondents. 
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spondents was made by our staff. The 
hearing upon the complaint and the 
order of ‘investigation, in which all 
of the parties were permitted to par- 
ticipate fully, required a total of thirty- 
seven days during which thirty-one 
witnesses were examined, 4,320 pages 
of testimony were recorded, and 244 
exhibits were offered, of which 226 
were received in evidence. All of the 
parties likewise were permitted to file 
briefs and to argue the matter orally 
before the Commission sitting en banc. 


Respondents’ Operations. 

Both Kentucky and Pittsburgh are 
West Virginia corporations, and Ken- 
tucky, Pittsburgh, Equitable, and 
Louisville Gas & Electric Company 
(Louisville) are all affiliated compa- 
nies in the Standard Gas & Electric 
Company system. 


Kentucky owns and operates exten- 
sive natural gas production, transmis- 
sion, and distribution properties, in- 
cluding acreage and rights in fee and 
under lease, in eastern Kentucky ; and 
purchases gas from numerous other 
producers in that area. Kentucky sells 
natural gas to eight gas utilities for 
resale and directly to a number of do- 
mestic and industrial users located on 
its pipe-line system. By far the larger 
part of its sales, however, are to two 
of its affiliated utilities, namely, Louis- 
ville and Pittsburgh. The deliveries 
to Pittsburgh are made to Warfield 
Natural Gas Company* at two points 
within the state of Kentucky, and the 
gas is transported by that company 
from those points of receipt to the 
Kentucky-West Virginia state bound- 
ary where it is delivered to United 





# A nonaffiliate. Warfield Natural Gas Com- 
pany was merged into United Fuel Gas Com- 
pany on December 31, 1946. 
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Fuel Gas Company for the account of 
Pittsburgh. United Fuel Gas Com- 
pany in turn delivers to Pittsburgh 
at a point in Center county, West Vir- 
ginia, an equivalent volume of natural 
gas. 

Pittsburgh owns and operates a sim- 
ilar natural gas-pipe line system located 
in thirteen counties lying generally in 
the North Central portion of the state 
of West Virginia, adjacent to the 
Pennsylvania line. In addition to the 
production from its own wells, Pitts- 
burgh, too, purchases natural gas from 
a number of other producers. 

Of the 23,000,000 thousand cubic 
feet of natural gas which Pittsburgh 
purchased during 1945, 94.75 per cent 
was purchased from Kentucky and de- 
livered to Pittsburgh by United at the 
point of delivery in Center county, 
West Virginia, to which reference has 
been made. Of Pittsburgh’s natural 
gas sales during the year 1945, aggre- 
gating more than 30,000,000 thousand 
cubic feet, 94.01 per cent were sales 
to other utilities (90.71 per cent went 
to Equitable), 3.98 per cent were di- 
rect sales to industrial customers, and 
2.01 per cent were sales to residential 
and commercial users. 

The deliveries by Pittsburgh to 
Equitable are made at the West Vir- 
ginia-Pennsylvania state boundary. At 
that point the gas is sold by Pittsburgh 
to Equitable at wholesale for distribu- 
tion and resale by the latter to ulti- 
mate consumers in the state of Penn- 
sylvania. 

All jurisdictional questions have 
been waived by the respondents, it 
being agreed that if any reduction in 
rates of the Kentucky Company was 
found to be necessitated, such reduc- 
tion should be allocated three-fourths 
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to Pittsburgh and one-fourth to Louis- 
ville. 


Reproduction Cost Evidence Ex- 
cluded. 

[1, 2] Each of respondents offered 
evidence of the market value of its nat- 
ural gas acreage, the trended original 
cost, and reproduction cost of its op- 
erating properties, and Pittsburgh of- 
fered evidence with respect to changes 
in construction and commodity costs 
and in the purchasing power of the 
dollar. That evidence, however, was 
excluded by the trial examiner. Our 
study of the excluded evidence dis- 
closes that it is of the same nature as 
evidence which we have had occasion 
in other proceedings to characterize as 
“synthetic.” It was not taken from 


the books and records, does not pur- 
port to represent actual cost of invest- 
ment (Re Cities Service Gas Co. 


[1943] 3 FPC 459, 465, 50 PUR 
NS 65), and is too conjectural and il- 
| lusory to be given any weight in these 
proceedings. (Cleveland v. Hope Nat. 
Gas Co. [1942] 3 FPC 150, 157, 44 
PUR NS 1.) We are unable to find 
any basis for an alteration of our views 
with respect thereto and we find, there- 
fore, that the exclusion of this evidence 
by the presiding Examiner was proper. 


Field Price Evidence Excluded. 

[8-5] Another facet of the value 
concept of rate regulation urged upon 
us by respondents was described as 
the “fair field price” theory. Specific 
evidence was presented by respond- 
ents based upon this theory, such 
evidence being rejected by the trial 
examiner. We deem it appropriate, 
in view of the controversy which this 
theory has evoked, to examine re- 
spondents’ proposals in all of their as- 


pects and to set forth briefly our views 
on the subject. 

In essence, the field price theory 
presupposes a complete segregation of 
the production phase of a natural gas 
company’s operations from its trans- 
portation business. Thus, the produc- 
tion operation is treated as a nonutility 
function free from regulation. The 
theory further presupposes the estab- 
lishment of a “commodity value” or 
“field price” for all gas produced from 
the company’s own wells and entering 
its transportation system, such price 
being allowed as an operating expense 
item in lieu of actual production cost. 
Respondents presented testimony and 
exhibits showing proposed field prices 
and the effect of their use upon the 
operating income of Kentucky and 
Pittsburgh. This evidence is before us 
on an offer of proof. 


Kentucky claimed that 15 cents per 
thousand cubic feet was the present 
fair field price or commodity value of 
natural gas at the well mouth in the 
area in which it operates, and substi- 
tuted this price for its actual cost of 
production. The net utility operating 
income reported by the company for 
the year 1945 of $1,080,478 was there- 
by converted into a computed deficit 
for rate case purposes of $594,715. 
In other words, whereas the company 
enjoyed a substantial profit, it would 
have us consider it suffered a loss for 
the purpose of determining just and 
reasonable rates. Similarly, Pitts- 
burgh proposed an allowance of 17 
cents per thousand cubic feet as the 
field price of its produced gas which 
would reduce its reported net utility 
operating income for the year 1945 of 
$662,217 to $174,359. 


Hereinafter we have found that Ken- 
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tucky’s cost of service, including as 
a part thereof a 6 per cent return for 
the year 1945, was $3,931,204. If the 
claimed field price of gas is substituted 
for the actual cost, then the computed 
cost of service becomes $6,633,077, an 
increase of $2,701,873. Allowance of 
this increase would mean an increase 
of profit in the amount of $1,664,426 
to Kentucky after paying the income 
taxes on that profit. For Pittsburgh 
the actual cost of service including 6 
per cent return, would be changed 
from $8,742,730 to a computed cost, 
using the 17-cent field price men- 
tioned above for gas produced by the 
company, of $8,577,688, or a decrease 
of $165,042. 

Thus, it is evident that so far as 
Kentucky is concerned, the use of the 
field price in lieu of the actual cost 
of production in fixing rates would 
have the effect of substantially increas- 
ing the company’s allowable net utility 
operating income, whereas Pittsburgh, 
on the other hand, would receive a 
smaller net income through substitu- 
tion of the field price for actual cost 
of production. 

The ultimate effect of substituting 
the field price theory for the cost or 
investment basis in determining just 
and reasonable rates for respondents 
would be an annual increase in rates 
to Louisville Gas & Electric Company 
of $532,647 and to Equitable Gas 
Company of $1,651,561. The inequi- 
ty of such increases would result not 
by reason of added costs but from ad- 
ditional profits to Kentucky over and 
above a fair réturn on its investment 
in properties used to render a public 
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service together with the income taxes 
associated with such profits. 

So much for the results of the appli- 
cation of this theory to the instant 
case. We now turn to the reasons 
advanced in support of the theory and 
whether such theory is sound, equi- 
table, and in the public interest. 


Respondents take the position that 
the natural gas business is a highly 
venturesome and speculative enterprise 
and that the application of the cost 
method of regulation which we have 
heretofore followed does not produce 
a just and reasonable end result. 
Reference is made by respondents to 
the fact that Kentucky purchased 
large areas of productive acreage at 
extremely low prices in the early days 
of discovery of natural gas in the area, 
and that they should be rewarded for 
the initiative and daring shown in the 
initial stages of the project. 

What respondents desire is a re- 
turn based on the fair value of their 
natural gas production properties. It 
is conceded by respondents that this 
may be achieved through including in 
the rate base the fair market value of 
their natural gas acreage® or by in- 
cluding as an operating expense item 
the commodity value of the gas pro- 
duced from such acreage. 


We previously have had occasion to 
consider the infirmities and inequities 
of the fair value theory and there is 
no need to lengthen this opinion with 
a repetition of our views. Suffice it to 
say that these same infirmities and in- 
equities likewise exist in this variant 
of the fair value theory and the argu- 
ments advanced by respondents on be- 





5 Respondents offered evidence to show that 
the fair market value of their natural gas acre- 
age as of December 31, 1944, amounted to 


76 PUR NS 70 





$20,118,194, whereas the original cost thereof 
was $4,100,705. 
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half of the field price method, as ap- 
plied to production property, are no 
more persuasive than their arguments 
for the use of reproduction cost for 
pipe lines and other property. We re- 
iterate our adherence to the principles 
of rate making enunciated by Mr. Jus- 
tice Brandeis in the Southwestern Bell 
Case, 262 US 276, 289, 67 L ed 981, 
PUR1923C 193, 43 S Ct 544, 31 ALR 
807, which were intended to assure the 
utility investor that he would receive 
afair return on his investment devoted 
to the public service and that the con- 
sumer would not be compelled to pay 
a return upon an increment of value 
above such investment. 

Respondents ask “Are not the high- 
er prices allowed to others furnishing 
gas from the same areas a proper 
matter of consideration? . . . In 
the consideration of the just end re- 


sult should not consideration be given 
to what is a fair level (the fair aver- 
age) of prices for natural gas in this 


area?”’® The answers to these ques- 
tions involve basic regulatory princi- 
ples. Experience has shown that a 
natural gas company must secure, at 
the outset, an adequate supply of gas 
sufficient to take care of its markets for 
a period of twenty to forty years. This 
is a necessary prerequisite to the fi- 
nancing and construction of a pipe-line 
system. Respondents, as have many 
other natural gas companies, chose to 
acquire by lease or purchase gas acre- 
age from which to produce part of 
their market requirements and to pur- 
chase the balance through long-term 
gas purchase contracts from other pro- 
ducers. In some instances, these gas 
purchase contracts specify what are 


now considered as very low prices. 
But respondents have not suggested 
that we set aside those gas purchase 
contracts and allow as an operating ex- 
pense the present-day commodity value 
of the gas purchased from these pro- 
ducers in lieu of its actual cost. 

If natural gas is to be treated as a 
commodity rather than as a utility 
service, we perceive neither logic nor 
consistency in pricing gas produced by 
the utility from its own wells on the 
basis of its value as a commodity and 
pricing the gas purchased from other 
producers on the basis of its actual 
cost to the utility. If, as respondents 
claim, the commodity value theory is 
a means of rewarding management 
for its initiative and foresight in se- 
curing productive natural gas acreage, 
should not such theory likewise serve 
to reward management for securing 
advantageous gas purchase contracts? 

It may be argued that prices paid 
other producers for natural gas already 
reflect the value of such gas as a com- 
modity. But it is clear that the prices 
specified in gas purchase contracts 
rarely reflect, except at the time of 
their execution, the results of the law 
of supply and demand. A true com- 
modity value for natural gas cannot 
exist unless there are frequent adjust- 
ments in the price consistent with the 
ever-changing supply and demand fac- 
tors. The very nature of the natural 
gas business precludes short-term con- 
tractual obligations and repeated price 
adjustments to meet such changes. 

But assuming arguendo that the con- 
trary be true, the more important ques- 
tion is whether a natural gas company 
is in a status similar to the nonutility 





6The weighted average cost of gas pur- 
chased at the well head by respondents for the 


year 1945 was approximately 13.1 cents per 
thousand cubic feet. 
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producer concerning markets, fran- 
chise rights, and financial risks. The 
answer is clearly in the negative. 
Natural gas companies are public utili- 
ties. They have assured markets, pro- 
tected by either local or Federal fran- 
chises or both, and their financial risks 
are slight, for regulatory agencies are 
duty bound to fix rates which will be 
compensatory. Nonutility producers 
do not have any of these benefits but 
must secure such outlets for their 
gas as may be possible through con- 
tractual arrangements with pipe-line 
companies or others, at prices which 
may or may not be compensatory. If 
these producers find that their contract 
prices do not cover their costs of opera- 
tion and also return a fair profit, there 
are no regulatory agencies to which 
they can look for relief. The risks 
described by respondents as inherent 
to the highly venturesome and specu- 
lative gas business may well apply to 
the small wild-cat drillers, who may go 
bankrupt through drilling a series of 
dry holes, but is truly inapplicable to 
natural gas companies such as respond- 
ents. 


In this case, as in all other rate pro- 
ceedings, we have allowed as proper 
operating expenses, to be borne by the 
consumers, all costs of dry-hole well 
drilling and exploration activities, and 
all expenses incident to the acquisition 
of leaseholds, including delay rentals 
and royalty payments. With respect 
to Kentucky we have allowed annual 
exploration and development costs of 
$217,906 and to Pittsburgh $292,971 
for this item. We have also included 
in the rate base the cost of gas acreage 
held for future use by Kentucky and 
Pittsburgh companies amounting in 
the aggregate to $2,187,774. Thus it 
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is readily apparent that respondents’ 
risks, associated with the exploration 
and development costs of a natural 
gas supply, have in effect been under- 
written by the ratepayers. 

Apparently, respondents take the po- 
sition that the consumers who for 
many years have paid through rates 
the costs associated with the acquisi- 
tion and development of a gas supply, 
should now be foreclosed from any 
future benefits therefrom and should 
purchase their gas in the future as if 
all of these costs had been borne by 
respondents’ stockholders. Obviously 
such a scheme is entirely devoid of 
equity and fair play. 








One other phase of this matter rah 
which deserves attention relates to the Bat 3 
fact that application of the field price B Court 
method to the Pittsburgh Company § pth 
would result in a smaller actual net § rect 
income than does the cost basis. This B tinuec 
is true because the unit cost of pro- regulz 
duction is higher than the field price. produ 
It was this sort of situation which led a és 
sponsors of legislation’ to amend the . od ; 
Natural Gas Act to propose that nat- sation 
ural gas companies be given the option 
to use either the field price method or — 
the cost method. In other words, JB P*°PS 
what was being sought was a privilege 9 Origi 
for the pipe-line companies to use Aft 
either cost or value, whichever was § view 
higher. Thus, one of the infirmities staff 
of the value concept of regulation was spond 
openly admitted. The value concept oo. , 
will not work when value is lower than sn th 
cost for it is self-evident that unless mer 
a utility is able to recover through a 
rates all of its bona fide costs of opera- y 
tion, including a reasonable return, it Pt 
cannot successfully continue to serve Nag? 
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the public. We adopted the cost sys- 
tem because we believed it to be just 
to consumers and utilities alike, and 
this system will serve, we believe, dur- 
ing periods of depression or inflation 
to secure the continuity of an adequate 
gas supply and the financial sound- 
ness of the natural gas companies 
themselves. The wisdom of our de- 
cision has been amply demonstrated 
through the unprecedented growth of 
the industry under such regulatory 
methods and by the avidity with which 
the investing public has purchased tre- 
mendous amounts of natural gas se- 
curities in recent years at progressive- 
ly lower costs of financing. 

We find therefore it is not nec- 
essary in the light of the Natural Gas 
Act and the decisions of the Supreme 
Court® to use the field price method. 
Further, we deem that the public in- 
terest will be best served through con- 
tinued adherence to the cost method of 
regulation and its application to the 
production of natural gas by natural 
gas companies. It is therefore clear 
that the exclusion from evidence of 
testimony relating to the field price of 
natural gas by the trial examiner was 
proper and we so find. 


Original Cost of Facilities. 

After extensive investigation and re- 
view, agreements were reached by the 
staff of the Commission and the re- 
spondents with respect to the original 
cost of the facilities used and useful 
in the service of natural gas and the 
working capital which would reason- 
ably be required. 


Depreciation and Depletion. 

With respect to Pittsburgh, the an- 
nual charges and a proper reserve for 
accrued depreciation and depletion re- 
serves were agreed to. That the de- 
preciation and depietion reserves of 
Kentucky are excessive is admitted, 
and thus there is necessitated the de- 
termination of reasonable reserve re- 
quirements for that respondent. (Re 
Interstate Power Co. [1939] 2 FPC 
71, 81, 32 PUR NS 1.) 

[6] Depreciation of Field Lines. 
The staff found that a service life of 
fifty years and a resulting depreciation 
rate of 2 per cent would be appropriate 
for the purpose of determining the 
reserve requirement for mains. But 
when it came to the determination of 
the depreciation rate for field lines, due 
consideration was given to losses 
which are realized when pipe is moved 
from one location to another, and a 
rate of 3.33 per cent was found appro- 
priate. 

Initially, Kentucky’s witness pro- 
posed a service life of twenty-five years 
and a depreciation rate of 4 per cent 
as appropriate for both mains and field 
lines. From a “survivor” table the 
witness spotted points of retirement 
on probability paper and fitted a curve 
to them. In this way he derived the 
mortality curve from which he arrived 
at his final conclusions with respect 
to service lives and rates of deprecia- 
tion for these two classes of property. 
Thus the principal, if not the only con- 
sideration, was the retirement history 
of Kentucky’s properties. Later this 
witness submitted an amended study 





8 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 88 L ed 333, 51 
PUR NS 193, 64 S Ct 281; Canadian River 
Gas Co. vy. Federal Power Commission (1945) 
324 US 581, 89 L ed 1206, 58 PUR NS 65, 


65 S Ct 829; Panhandle Eastern Hs og Line Co. 
v. Federal Power Commission (1945) 324 US 
oy 89 L ed 1241, 58 PUR NS 100, 65 S Ct 
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in which important changes were made 
in the rates which he had previously 
recommended. In the amended study 
all adjustments were downward except 
with respect to the rate for field lines. 


Furthermore, while Kentucky does 
not deny that its witness included in 
his determination retirement data rep- 
resenting the sale of certain property 
by the company which should not have 
been included, and while conceding 
that the elimination of this data would 
raise the service life of field lines 
from 22.5 years to 24 years, they con- 
tend that no change should be made 
in the rate which he proposed. While 
they do not deny that the witness er- 
roneously considered property acquired 
in 1927 as having been installed at 
that date when, in fact, it had been in- 
stalled at an earlier date, they contend 
that the amount here involved was not 
sufficient to require an alteration of 
this proposed rate. Nor can it be de- 
nied that the witness made numerous 
mathematical and other errors in his 
calculations. But in spite of the ad- 
mitted errors, Kentucky continues to 
insist that the rates proposed by this 
witness are the rates which the Com- 
mission should adopt and apply. On 
the other hand, the company claims 
that our staff used “life tables,” inti- 
mating that it gave no consideration 
whatever to the company’s mortality 
experience. The record shows, how- 
ever, that consideration was given to 
the’ experience of the company, but 
that the staff rates were not based 
upon that experience alone. Other 
factors, such as the retirement experi- 
ence of other companies and the future 
life expectancy of natural gas reserves, 
were given due and proper considera- 
tion. 
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The evidence requires the conclu. 
sion and we find that the rate of de. 
preciation of field lines proposed by 
the staff is the appropriate rate for the 
purpose of determining annual depre- 
ciation expense and the reserve re- 
quirements for that classification of 
property. 

[7] Gas Well Equipment. Ken- 
tucky contends that gas well equipment 
should be depleted, while it is the con- 
tention of the staff that the reserve for 
this classification of properties should 
be determined on a depreciation basis, 
While Pittsburgh has made it the prac- 
tice to depreciate gas well equipment, 
Kentucky has applied the depletion 
method. Respondents contend that 
due to the fact that Kentucky “has 
been in existence for only about twenty 
years and has a remaining life of about 
thirty-three years, the possibilities of 
re-use of the materials are not nearly 
so great as in some other natural gas 
operations and to the extent 
that this is true it largely eliminates 
a second and a third use of such ma- 
terials and supports the treatment of 
the item as a depletable rather than a 
depreciable one.” 


A study of Kentucky’s well retire- 
ment records shows that in the past 
the average cost of abandoning a well 
has been approximately equal to the 
average salvage recovery. But well 
equipment recovered from abandoned 
wells may be used in other wells or the 
casing or tubing may be used during a 
part of its physical life as pipe line, 
and it is conceded by the respondent 
that gas well equipment is used more 
than once in the Kentucky system. 
The testimony that the salvage recov- 
erable from wells equals the cost of 
abandonment seems to demonstrate 
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conclusively that gas well equipment 
is, quite generally, used more than 
once. 

The staff study considered that the 
life of tubular goods (comprising 
about 92 per cent of the total invest- 
ment in gas well equipment) both 
physically and functionally, largely 
controls the average life of this group 
of properties. Those studies included 
studies reflecting the physical life of 
such equipment. In addition, studies 
were made to determine the average 
age of currently active and abandoned 
wells, and of losses on equipment re- 
alized when wells are abandoned, and 
due consideration was given to the 
data disclosed by those studies. It 
was concluded that since gas well 
equipment has been, and will continue 
to be, used more than once, thus re- 
flecting the fact that the physical and 
functional life of such equipment had 
not completely expired during the first 
cycle of use, the application of the de- 
preciation rather than the depletion 
method of determining the reserve re- 
quirement was necessitated. 

The fact that heretofore Kentucky 
has determined a value for the recov- 
ered equipment which it considered 
equal to the cost of abandonment, is 
considered of no significance. The 
staff has made full allowance for the 
costs of abandoning wells but separate- 
ly and apart from the determination of 
reserve requirements applicable to gas 
well equipment. The staff’s method of 
determining the proper reserves for 
gas well equipment will return to Ken- 
tucky in due time the entire cost of 
equipment as well as the costs of aban- 
donment. The method proposed by 
the company will also have that result, 
provided that the salvage recovered 


continues to equal the cost of abandon- 
ment. But the evidence shows that 
the salvage recoverable continues to 
diminish. When it becomes, as it 
must, less than the cost of abandon- 
ment, the reserve which has been ac- 
crued will not fully provide for those 
costs. 

It is found, therefore, that the meth- 
od of accruing the reserve for gas well 
equipment proposed by the staff is 
the appropriate method for that pur- 
pose. 

[8] Reserves from Deeper Drilling. 
Both Kentucky and the staff of the 
Commission calculated depletion rates 
by the production method. Although 
the estimates of the production from 
individual wells were not in universal 
agreement, the company’s and the 
staff’s estimates of the total reserves 
to be recovered from existing wells, 
except that estimated to be recovered 
from the deeper drilling of existing 
wells, were quite close. 


Out of twenty-four shallow wells 
deepened during the years 1941 to 
1944, inclusive, twenty proved pro- 
ductive, and the average ultimate 
productivity of those deepened wells 
was found to be approximately 200,- 
000,000 cubic feet each. The evi- 
dence presented by the staff is to 
the effect that out of its 159 
presently producing shallow wells, 
Kentucky will deepen the equivalent of 
63. The staff then applied the average 
productivity of deepened wells to 63 
wells to be deepened, and has increased 
the estimate of Kentucky’s remaining 
reserves by 12,600,000 thousand cubic 
feet as from that source, and has ac- 
crued Kentucky’s depletion reserve on 
the basis of the increased estimate. 

Kentucky objects to the inclusion 
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of the reserves from deeper drilling as 
tending to reduce current depletion 
allowance and to require an increase 
later when the deeper drilling costs 
have been incurred. 

Kentucky has not undertaken to 
deny that it will deepen the equivalent 
of approximately 63 wells but, on the 
contrary, did assume that certain 
wells would be deepened. Neither has 
Kentucky undertaken to show by any 
type of evidence that the estimates 
of the probable recovery from those 
wells is unreasonably high. It is rec- 
ognized that the deepening of wells 
may increase the ultimate recovery of 
gas per acre. 

It is believed to be improper to in- 
clude in the depletion base costs which 
have not yet been incurred. On the 
other hand, when a shallow well be- 
comes exhausted and is drilled to a 
deeper formation, the original hole 
continues to perform a useful and valu- 
able function, and its cost should be 
spread over its useful life. But to 
deplete the costs which have already 
been incurred over the life of reserves 
recoverable from upper levels only 
would leave, upon the exhaustion of 
its reserves, no costs to be applied to 
the production from the lower levels. 
The inclusion of the reserves from 
deeper drilling at the time of the com- 
pletion of the shallow well has the ef- 
fect of deferring the appropriate por- 
tions of the cost until production 
begins from the lower level. Thus 
there is a more even distribution of 
the cost of the well over the useful 
life thereof. 

We find that the inclusion of the 
probable reserves to be recovered from 
deeper drilling in the estimates of Ken- 
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tucky’s probable ultimate recoverable 
reserves for the purpose of determin- 
ing the proper depletion rate and prop- 
er depletion reserve requirement in 
the manner proposed by the staff is 
fair, reasonable, and proper. 

[9] The Proper Depletion Rates. 
The method employed by the staff in 
this proceeding for the determination 
of the proper rate of depletion and the 
appropriate reserve requirement for 
depletion, is the same as that hereto- 
fore used and applied in all similar 
cases of this kind coming before the 
Commission, and as so calculated and 
determined, the annual allowance for 
depletion will reimburse the company 
for its entire investment in the related 
properties over the service life thereof. 
The evidence presented by Kentucky 
shows that regardless of minor differ- 
ences of approach (and exclusive of 
such differences as are attributable to 
the inclusion by the staff of reserves 
from deeper drilling discussed and dis- 
posed of above) the rates of, and the 
annual allowances for, depletion rec- 
ommended by the staff for the year 
1946 and the years prior thereto, ex- 
ceed the rates and allowance claimed 
by the company for those years. 

But Kentucky proposes the use of 
an average of rates which rise year 
by year (1946 to 1950, inclusive), and 
in support of that formula, offered evi- 
dence purporting to show that the unit 
cost of the development of gas has 
arisen substantially in recent years, 
and will continue to rise. It is con- 
tended that by reason thereof the rate 
and allowance proposed by the staff 
will not compensate the company for 
its increased costs. 

The reasons advanced for the in- 
crease in the unit cost of developing 
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gas are said to be primarily (1) the 
increase in the cost per well, and (2) 
the decrease in the reserves developed 
per well. The evidence shows that 
prior to 1942 there were substantial 
variations from year to year in the 
average cost (construction and equip- 
ment) of wells drilled each year. 
There was not, however, any definite 
trend, either up or down, in those 
average costs. Likewise, the unit cost 
of the development of the recoverable 
reserves shows substantial variations 
from year to year in the same period. 
There again, although costs were defi- 
nitely higher in the later years, there 
was no definite or marked trend until 
1942. During the years 1942 to 1945, 
inclusive, the average cost per well 
drilled (construction and equipment) 
increased almost 33 per cent; but dur- 
ing the same period the unit cost of 
recoverable gas based upon the esti- 
mates of reserves developed during 
each of the years, increased almost 
107 per cent. Thus the major factor 
contributing to the increase in unit cost 
is the decline in the estimates of re- 
serves. It is true that there is sub- 
stantial agreement between the com- 
pany and the staff with respect to these 
estimates, but there are also reflected 
in the record other circumstances bear- 
ing thereon which must be given due 
consideration. 

The estimates of recoverable gas 
per well show increases from 431,566 
thousand cubic feet in 1930 to 800,216 
thousand cubic feet in 1933, but sub- 
sequently they declined to. 220,127 
thousand cubic feet for 1945. The evi- 
dence shows that for the more recent- 
ly drilled wells little production data 
are available, and as a consequence 
the estimates of the gas which may be 


ultimately recovered from them must 
be purely judgment figures. Of course, 
as time goes on, more and more data 
become available, until it is possible 
to plot a pressure decline curve. But 
even then the curve is subject to peri- 
odic correction and it is only after the 
expiration of considerable time that 
a reasonably accurate estimate is pos- 
sible. Just what the problem is and 
how it is met in practice is shown 
quite graphically by one of the com- 
pany’s exhibits. There it is shown 
that between 1934 and 1942 revisions 
in the estimates of the ultimate re- 
covery from a well drilled in 1930 were 
necessitated by the intervening experi- 
ence with the result that they were in- 
creased from 262,000 thousand cubic 
feet to 470,000 thousand cubic feet. 
The estimate of another well drilled 
in 1935 was increased from 970,000 
thousand cubic feet in 1936 to 2,360,- 
000 thousand cubic feet in 1944. Of 
course, some of the experience called 
for revisions downward, but that the 
prevailing revisions are upward and 
that the judgment estimates for the 
more recent years are more often than 
not substantially too low, is made 
crystal clear by another of the com- 
pany’s exhibits.” It shows that for 
the years 1936 to 1945, inclusive, the 
company’s geologists made revisions 
of their estimates of the ultimate re- 
covery from 1,454 of its wells. Of 
those revisions, 1,107 were upward 
and only 347 were downward. The 
over-all effect of those revisions was 
to increase the estimates of recoverable 
reserves a total of 118,553,300 thou- 
sand cubic feet, while the decrease 
was 34,329,800 thousand cubic feet, a 





® Exhibit No. 55. 
10 Exhibit No. 56. 
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net gain of 84,223,400 thousand cubic 
feet. This evidence clearly shows that 
the estimates of reserves recoverable 
from the more recently completed wells 
are unreasonably low and that caution 
should be employed in using them for 
the purpose of estimating the unit cost 
of developing such gas over the future. 

The average cost per well and the 
unit cost of recoverable reserves for 
the years up to and including 1945 
are, as has been seen, adequately pro- 
vided for in the staff’s rates and allow- 
ances. Kentucky’s estimates of the 
average cost of wells to be drilled in 
the years 1946 to 1950, inclusive, 
show an increase in such costs of 
only 6.30 per cent above 1945 costs. 
Strangely enough, the estimate of the 
recovery per well for that period shows 
an increase of about 13.5 per cent, and 
the cost per thousand cubic feet shows 
a decrease of 6.5 per cent. Conse- 
quently, we find that the rates of de- 
preciation and the allowances for de- 
pletion proposed by the staff are ade- 
quate for the purpose of determining 
a reasonable allowance for depletion 
expense and a reasonable depletion 
reserve requirement. 

[10] Amortization. It has been 
the practice of the company in the past 
to provide for the expense relating to 
wildcat acreage through its depletion 
accrual and for that purpose its wit- 
ness increased his proposed rate of de- 
pletion from 4.5 cents to 4.6 cents per 
thousand cubic feet. At such a rate 
the amount which would have been 
accrued for that purpose for the year 
1945 is $24,777.65. 

The staff proposes the amortization 
of Wildcat Acreage, Natural Gas 
Rights at the rate of $21,198.13 a 
year, and to allow as an operating reve- 
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nue deduction the cost of leases actual- 
ly abandoned during each year. The 
aggregate of the allowances by the 
staff for the year 1945 is $31,937.24. 
This method of handling these items 
is in accordance with the Commission’s 
Uniform System of Accounts Pre- 
scribed for Natural Gas Companies. 
No reason has been advanced for de- 
viating therefrom in this instance. 

It is our conclusion and we find that 
the staff’s proposed rates and allow- 
ance for depreciation, depletion, and 
amortization, and the methods em- 
ployed by the staff in determining the 
reserve requirements for Kentucky, 
are fair, reasonable, equitable, and ap- 
propriate. 


Respondents’ Investment Rate Bases. 

Employing the figures agreed upon 
and as heretofore determined, we find 
that the investment rate base of each 
of the respondents as of December 31, 


1945, is as follows: 
Kentucky Pittsburgh 


Gas Plant in Service $20,291,927 $26,743,718 
Gas Plant Leased to 





Total Gas Plant in 

Service 

Less : 

Existing Deprecia- 
tion and Deple- 
tion 8,968,043 

Reserves for Aban- 
doned Leases .. 334,472 


$20,358,878 $26,743,718 


14,301,084 





Total Depreciation 
and Depletion .. $ 9,302,515 $14,301,084 


$11,056,363 $12,442,634 

Construction Work 
in Progress 294,374* 
116,987 





Gas Plant Held for 


Future Use 2,070,787 





Total Investment in 
Gas Plant 
Working Capital .. 


$12,853,995 
516,849 1,382,946 





Total Investment 
Rate Base $14,236,941 
* — projects in service at December 
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Rate of Return. 

[11] Volumnious evidence with re- 
spect to rate of return was submitted 
by the complainant, OPA, the respond- 
ents, and the staff of the Commission. 
Respondents presented evidence to the 
effect that reasonable rates of return 
for Kentucky and Pittsburgh would 
be 74 per cent and 8 per cent, respec- 
tively, thus indicating that Kentucky 
is in a somewhat more favorable po- 
sition than Pittsburgh from the stand- 
point of financing. On the other hand, 
evidence presented by OPA is that 
an over-all rate to Pittsburgh of 5.6 
per cent would be the maximum rea- 
sonable rate of return. 

The evidence shows convincingly 
that the earning capacity of utilities 
is much more stable than that of in- 
dustrial and railroad enterprises ; that 
the natural gas industry in general is 
growing steadily and rapidly and is in 
a favorable situation from a financial 
standpoint ; that the regulation of nat- 
ural gas companies under the Natural 
Gas Act is having a seasoning effect 
upon the securities of such companies ; 
and that their securities are becoming 
more desirable to the investor. During 
recent years, natural gas companies 
have been able to place senior securi- 
ties at very low rates, and the evidence 
indicates that they will be able to con- 
tinue to do so for some time to come. 


The evidence presented by Kentucky 
indicates that its reserves have an esti- 
mated life of some thirty-five years. 
Kentucky’s only important customer 
other than Pittsburgh, namely, Louis- 
ville Gas & Electric Company, serves 
a stable and well-established market. 
Kentucky’s president is responsible for 
the statement that “Our position is 
unique, not only from the standpoint 


of the amount of reserves available to 
us but from the standpoint of the prox- 
imity of these reserves to both our 
market and the Louisville Gas & Elec- 
tric Company’s market.” He stated 
further that even if respondents’ pres- 
ent markets, namely, Louisville and 
Pittsburgh, were taken away, respond- 
ents would have no difficulty in mar- 
keting their gas in a competitive mar- 
ket. 


Pittsburgh’s only important cus- 
tomer, Equitable Gas Company, also 
serves an established market. The 
affiliation of the respondents with their 
principal distributors virtually assures 
the continuation of the service rela- 
tionship between them. In the light 
of the foregoing, we find that a 6 per 
cent rate to each of the respondents 
herein is the maximum reasonable rate 
which could be allowed. Application 
of such rate to the investment rate 
bases which we have heretofore deter- 
mined will allow a return to Kentucky 
of $818,640 and to Pittsburgh, $854,- 
216. 


Test Period. 

There is in the record evidence of 
the rate base, depreciation, working 
capital, revenues, and costs of service 
of the two respondents for the years 
1944 and 1945. That with respect to 
the year 1944 shows that Kentucky’s 
revenues exceeded its costs of service, 
including 6 per cent return, by more 
than one million dollars, and Pitts- 
burgh’s revenues in turn exceeded its 
costs of service by approximately three- 
quarter million dollars. These were 
the operations upon which the com- 
plainant, the city of Pittsburgh, predi- 
cated its charges that the rates of the 
respondents were unreasonable and un- 
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lawful. Thus, had the situation which 
existed shortly prior to the filing of 
the complaint continued, a substantial 
reduction in rates would have been 
indicated now. However in the light 
of subsequent events, we reach the 
conclusion that the respondent compa- 
nies’ operating experiences for the 
year 1944 do not typify the experi- 
ences which may be anticipated during 
the period for which rates would now 
be fixed. The evidence is con- 
vincing that sales, revenues, and 
costs for the year 1945 afford 
a more realistic and equitable test 
of the reasonableness of respond- 
ents’ current rates, but, as will be 
indicated in more detail later on, 
even these costs must be subjected to 
some adjustments. We find that re- 


spondents’ operating experience for the 
year 1945, as so adjusted, will afford 


a fair and reasonable guide for the 
future. 


Respondents’ Revenues and Costs of 
Service. 

With minor adjustments to book 
figures concerning which there appears 
to be no dispute, the respondents’ op- 
erating revenues, costs and net utility 
income for the year 1945 were as 
follows : 


Kentucky Pittsburgh 

Operating Revenues ... $4,502,488 $8,340,562 
Operating Revenue De- 

ductions 2,908,402 7,423,882 

Net Operating Revenues 1,594,086 916,680 
Exploration and Devol- 

opment Costs 217,906 305,000 


Net Utility Income .... $1,376,180 $ 611,680 








It is the contention of the staff 
that if Kentucky’s net utility income 
set out above were further adjusted 
to reflect the state and Federal income 
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taxes which that respondent would 
have been required to pay had it earned 
an amount no greater than a reason- 
able rate on its investment rate base 
(which adjustment would be in the 
amount of $161,188) the experi- 
ence of the two respondents for the 
year 1945 would provide a fair and 
proper test for the reasonableness of 
their respective rates. 

[12] Increases in Costs of Service. 
Pittsburgh contends, however, that, 
even if its revenues for the year 1945 
were used for test purposes, the costs 
of service for that year do not properly 
reflect the costs which will be incurred 
in subsequent years. Respondent of- 
fered evidence to show that on October 
18, 1946, the price in all its gas pur- 
chase contracts, except with reference 
to purchases from Kentucky, was in- 
creased to a minimum of 16 cents per 
thousand cubic feet, and that thereby 
its operating expenses for the year 
1945 would have been increased by the 
amount of $27,623.50. Its evidence 
also shows that there became effective 
on September 1, 1945, an 18-cents per 
hour increase in wages to general de- 
partment employees; that on January 
1, 1946, there became effective a gen- 
eral wage increase, and that still other 
wage adjustments were made in Sep- 
tember, October, and November, 1946. 
Had those increases been effective for 
the full year 1945, Pittsburgh’s labor 
expenses would have been increased to 
the extent of $138,100. In connection 
with its increased labor costs, there 
were required increases in annuity 
costs and in social security taxes which 
for the full year 1945 would have 
amounted to $2,762 and $3,176, re- 
spectively. 

On the other hand, the staff used 
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an exploration and development costs 
for 1945 Pittsburgh’s estimate of its 
1946 cost rather than the 1945 book 
cost, and the 1946 estimate proved to 
be excessive in the amount of $12,029. 
Pittsburgh recognizes the propriety of 
substituting for the excessive estimate 
the actual ™ costs incurred in 1946. 


This Commission has established a 
policy of allowing as cost of service, all 
legitimate expenditures for gas, labor, 
taxes, and other items of expense 
which were incurred during the test 
period, or which it is known would 
have been incurred had the subsequent- 
ly established costs been in effect dur- 
ing the test period; provided that the 
evidence does not show an excess of 
future revenues over future costs of 
service as would offset or absorb such 
known and experienced increases in 
costs. Re Mississippi River Fuel 
Corp. (1945) 4 FPC 340, 347, 63 
PUR NS 89; Re Cities Service Gas 
Co. (1943) 3 FPC 459, 485, 50 PUR 
NS 65; Re Canadian River Gas Co. 
(1942) 3 FPC 32, 56, 43 PUR NS 
205 ; Columbus v. United Fuel Gas Co. 
(1946) Opinion No. 145, 67 PUR 
NS 161. 


It is found that the increases in 
cost of gas, cost of labor, and cost of 
taxes set out above should be allowed 
and added to the cost of service ex- 
perienced by Pittsburgh in the year 
1945, as adjusted by the staff, for the 
purpose of testing the reasonableness of 
its present and future rates. Adjusted 
further to include those increases, we 
find that Pittsburgh’s cost of service 
for the test year is $8,742,730 or 
$402,169 in excess of its operating 
revenues, assuming for the moment of 





11To be exact, eleven months’ actual and 
one month estimated. 


[6] 


the reasonableness of present payments 
to Kentucky. 

But in addition to and aside from all 
known and actually experienced in- 
creases in cost of service, respondent 
Pittsburgh purports to be fearful of a 
further increase in labor expenses for 
the year 1947 and subsequent years 
in an amount as great as $130,000. 
Counsel for Pittsburgh suggest other 
possibilities tending to greatly increase 
its costs and to the possibilities of a de- 
cline in its business. For example, 
one witness for respondents expressed 
the opinion that the pent-up demand 
following the termination of the war 
would likely be caught up with in 1947 
and 1948 and would result in a slack- 
ening of business in these years. Fur- 
ther, that the pent-up demand for auto- 
mobiles, refrigerators, and other ap- 
pliances generally would be entirely 
dissipated some time in 1948. Apart 
from the patent unreliability of such 
forecasts the matters involved are so 
uncertain and conjectural that they 
cannot be adjusted for in this proceed- 
ing. If and when situations arise 
which clearly affect a utility’s costs 
of service, a remedy is available by 
which necessary and appropriate ad- 
justments in rates can be secured. 

Kentucky, likewise, offered evidence 
that in 1945 and in 1946 it experienced 
increases in certain of its cost which 
are not fully reflected in the book 
figures for 1945. There were, in those 
years, increases in labor costs not 
related in any way to increase in 
volume of sales or in revenues, which, 
had they been in effect for the full year 
1945, would have resulted in an in- 
crease in costs of service to the extent 
of $100,944. There was, also, an in- 
crease in Kentucky’s state taxes, 
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which, had the increased rates been in 
effect for the year 1945, would have 
increased Kentucky’s costs of service 
by $46,500. These increases in costs 
should be reflected, as in the case 
of Pittsburgh, in Kentucky’s costs of 
service for the test period. 

[13] The record does not disclose 
Kentucky’s net taxable income for the 
year 1945, but if we assume, as we 
reasonably may, that the allowable tax 
deductions were approximately the 
same in 1945 as in 1944, and assum- 
ing that Kentucky’s income were not 
permitted to exceed its cost of service, 
including a return of 6 per cent, no 
Federal income tax payment would be 
required. Since the deductions al- 
lowed for state income tax purposes 
appear to have been even greater, no 
state income tax would have been paid. 
Reducing Kentucky’s operating reve- 
nue deductions by an amount equal to 
the aggregate of the accruals for Fed- 
eral and state income taxes, and for 
Federal capital stock taxes (the latter 
of which is no longer effective) paid 
and accrued in 1945, namely $161,- 
187.50, no part of which is properly 
includible in the cost of service for 
test purposes, and increasing other 
state taxes in the amount of $46,500, 
as shown above, we find that Ken- 
tucky’s cost of service, inclusive of a 
6 per cent return for the test period 
would be $3,931,204. We further 
find that the excess of Kentucky’s 
utility revenues over the cost of serv- 
ice for the test period would be $571,- 
284. 


Rate Reductions Required. 

It was proposed by counsel for the 
respondents to which no objection was 
made that if it were found that Ken- 
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tucky’s utility revenues exceeded its 
cost of service, including, of course, 
a reasonable return, a division of such 
excess in the proportion of 25 per cent 
to Louisville, and 75 per cent to Pitts- 
burgh would be fair and equitable. No 
evidence was offered by anyone di- 
rected to a division among all of Ken- 
tucky’s consumers of any such excess. 
The only evidence with respect thereto 
is sales to those utilities. On the basis 
of the allocation proposed by respond- 
ents’ counsel, which in the absence of 
more specific evidence on the point 
must be used here, we find that $142,- 
821 of the $571,284 by which Ken- 
tucky’s utility revenues are found to 
exceed its costs of service for the test 
period is attributable to Kentucky’s 
sales to Louisville, and $428,463 is 
attributable to its sales to Pittsburgh. 
We have found, however, that Pitts- 
burgh’s costs of service for the test 
period exceed its utility revenues by 
the amount of $402,169. Assuming 
a reduction in Kentucky’s rates to 
Pittsburgh and an equivalent reduction 
in Pittsburgh’s costs of gas purchased 
for the test year, Pittsburgh’s utility 
income would have exceeded its cost 
of service in the amount of $26,294. 


Pursuant to agreement between 
counsel for all of the parties including 
counsel for the Public Utility Commis- 
sion of West Virginia, no evidence 
was offered with respect to the alloca- 
tion of facilities, revenues, expenses, 
or otherwise between those used for, 
or derived from, interstate as distin- 
guished from intrastate business. 
However, at the Oral Argument, coun- 
sel for the West Virginia Commission 
claimed on behalf of Pittsburgh’s in- 
trastate customers their share of any 
reduction in the latter’s rates which 
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might result from our order in this 
proceeding. The record discloses that 
in 1945 approximately 90 per cent of 
Pittsburgh’s sales were to Equitable 
and were, therefore, interstate in char- 
acter. The remaining sales appear to 
have been made within the state of 
West Virginia. If an allocation of 
the excess of Pittsburgh’s utility in- 
come over cost of service in the amount 
of $26,294, as set out above, were 
made on such a basis, there would be 
attributable to the West Virginia sales 
the amount of $2,629. It is believed, 
however, that, under the circumstances 
in this case, it would not be practicable 
to require Pittsburgh to put into effect 
rate schedules which would bring about 
a reduction in its revenues in so small 
an amount as the excess here indicated 
and we so find. 

It is concluded only, therefore, that 
Kentucky’s rates are excessive in the 
amount of $571,284, of which $142,- 
821 are attributable to, and should be 
reflected in a reduction of, its rates to 
Louisville Gas & Electric Company, 
and $428,463 in its rates to Pittsburgh 
and West Virginia Gas Company, and 
that Kentucky should file schedules to 
effect such reduction in a form satis- 
factory to the Commission. 


An appropriate order will issue in 
accordance with this opinion. 


WIMBERLY and SMITH, Commis- 
sioners, dissenting: We are unable to 
concur in the opinion and order of 
the majority. 

This case was started early in 1945, 
on complaint of the city of Pittsburgh, 
at a time when it appeared that the 
earnings of the respondents were ex- 
cessive, and therefore that a reduction 
of the Pittsburgh city-gate rate might 


be in order. Using data for the year 
1945, adopted as the test period, with 
some adjustments to reflect certain 
changes in costs known to have oc- 
curred during 1945 and 1946, but with 
scant, if any, consideration on the 
record of more recent conditions, the 
majority concludes that no such re- 
duction is now possible. As to this 
aspect of the matter, the action will 
have no effect upon consumer rates in 
the Pittsburgh area. The result is 
confined to intercompany adjustments 
between the affiliated Pittsburgh and 
Kentucky companies, which will, of 
course, have to be reconsidered in the 
light of whatever conditions prevail at 
any time when the Pittsburgh gate 
rates are in question. 


The reduction ordered prospective- 
ly on this record in the rates of Ken- 
tucky to another affiliate, Louisville, 
rests, in Our opinion, upon a very in- 
secure foundation. 

The jurisdictional basis for this or- 
der was not fully developed upon the 
record because of counsels’ stipula- 
tion waiving the troublesome question 
of cost allocation and statements made 
by respondent in this connection that 
about 98 per cent of Kentucky’s total 
sales (necessarily including the sales 
to Louisville) were jurisdictional and 
that 25 per cent of any reduction in 
Kentucky’s rates should be attributed 
to its sales to Louisville. This stipu- 
lation further provided, however, 
that it was “in no wise an admission 
that this Commission has jurisdiction 
over any intrastate transactions or 
sales of respondents.” With all of 
Kentucky’s gas produced in Kentucky 
and its transportation to Louisville 
being wholly within that state, it ap- 
pears that this Commission’s rate ju- 

76 PUR NS 











FEDERAL POWER COMMISSION 


risdiction would have to derive from 
the fact that some small portion of the 
gas is presumably then transported 
and resold in mixed form by Louis- 
ville to certain Indiana distributors.’ 
The company’s admissions and its tar- 
iff filing practices lend semblance of 
support to the Commission’s order. It 
does: not, however, seem to us appro- 
priate for the Commission to assert 
on such a basis jurisdiction over rates 
on all the natural gas sold by the Ken- 
tucky company to Louisville, since all 
of such gas is produced within Ken- 
tucky and all but a small fraction of it 
is distributed locally within the city of 
Louisville. The Commission’s juris- 
diction derives from the Congress, as 
prescribed in the Natural Gas Act, 
and not from agreements or actions of 
a natural gas company or any other 
party in this or any other proceeding. 

We agree that the exclusion of the 
company’s reproduction cost studies 
was correct, but we are not satisfied 
that the majority’s application of the 
cost method is entirely proper and 
consistent: for example, in the case 
of the Kentucky Company, including 
estimated prospective reserves from 
future deep drilling of shallow wells 
but ignoring the estimated additional 
costs thereof, and failing to make any 
allowance beyond 1945 for the indi- 
cated increasing trend of gas produc- 
tion costs. In this connection the 


Commission’s conclusion in the recent 
United Fuel Case seems pertinent: 
™, . It is evident, therefore, that 
we cannot fix rates for the future upon 
the basis of the company’s actual ex- 
perience in 1942 and 1943 but, -be- 
cause of the great change which has 
occurred and is still in process, must 
consider the latest available facts as 
well as expectancies of the relatively 
near future.” * 

In any event, however, we could not 
join in the effort of the majority to 
draw from rejected evidence concern- 
ing gas prices in the field conclusions 
as to what effects might follow from 
the application of any such standard 
to the gas production operations of the 
Kentucky company. There is no prop- 
er basis for sound conclusions as to 
what effect, if any, a reasonable ap- 
plication of such a standard would 
have on the rates of these companies. 
We believe that an analysis of such 
effect should be based upon a fully 
developed record, rather than relying 
simply on statements of counsel and 
offers of proof. We are of the opinion 
that actual clarifying evidence as to 
the result of giving some weight to 
the value of company-produced gas 
should have been admitted, thus af- 
fording all parties and the Commission 
full opportunity to test, analyze, and 
consider it in an appropriate manner. 

Ops, Commissioner, concurring: 





1 According to Louisville’s annual report to 
this Commission such sales to Indiana Gas and 
Water Company and to Indiana Utilities Cor- 
poration in 1947 constituted about 5 per cent 
of the total gas sales of Louisville, which in 
that year Oye its natural gas from Ken- 
tucky (5, ne thousand cubic feet), and 
Tennessee Gas Transmission Company (4,149,- 
356 thousand cubic feet), with some inciden- 
tal exc’ gas from United Fuel Gas Com- 
pany, (96,975 thousand cubic feet). 

inion No. 145 (December 14, 1946), 67 
Commis- 


PUR S 161, 167, Re See also 
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sioner Olds’ separate concurring opinion there- 
in, in which it was pointed out that “The Com- 
mission would be blind to its obligations if, in 
fixing rates for the future, it used experience 
in the past which it has every reason to believe 
will not be repeated. We already know 
the changes which have occurred between the 
test years, 1942-1943 and 1945, and the prospec- 
tive accentuation of those changes. Hence, we 
would be dealing with fiction if we were to use 
the experience of 1945 . . . as the sole test 
of just and reasonable rates for the future.” 
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While concurring fully in the majority 
opinion and participating therein, I 
feel it necessary to make this addi- 
tional statement to clarify the record. 
The minority opinion completely 
misinterprets the significance of this 
case, suggesting that our action 
amounts to no more than the making 
of intercompany adjustments and that 
it will have no effect upon consumer 
rates of the Pittsburgh area. Actu- 
ally the case was initiated because the 
Equitable Gas Company had filed with 
the Pennsylvania Public Utility Com- 
mission a schedule of increased con- 
sumer rates for the Pittsburgh area. 
The city of Pittsburgh thereupon filed 
a complaint with this Commission 
averring, among other things, that a 
substantial part of the operating ex- 
penses of Equitable Gas Company con- 
sists of the cost of natural gas pur- 
chased from Pittsburgh and West 
Virginia Gas Company and that the 
reasonableness of the charge for such 
natural gas should be determined by 
the Federal Power Commission. 
Where the reasonableness of a rate 
is complained of, as here, it is our 
duty under the Natural Gas Act to 
investigate the matter and to make 
findings in respect thereto, and further, 
to order changes in such rates when 
they are found to be unjust, unreason- 
able, and unduly discriminatory or 
preferential. This we have done. 


In so doing we believe our efforts 
will be of assistance to the city of 
Pittsburgh and the Pennsylvania Pub- 
lic Utility Commission for they are ad- 
vised, through our action, that the 
rates charged Equitable by Pittsburgh 
are just and reasonable and that Ken- 
tucky’s earnings have been reduced to 
a reasonable level. These facts will 


doubtless be given due consideration 
in any determination which the state 
Commission may find necessary with 
respect to the rates charged Equita- 
ble’s consumers. Indeed what we have 
done here is the very essence of Fed- 
eral regulation complementing state 
regulation in an area where state au- 
thority may not operate, and is con- 
templated by the Natural Gas Act. 

Apparently the minority feels that 
the Commission need take no final ac- 
tion on complaints unless such action 
would have an immediate effect upon 
consumer rates, but their dissenting 
opinion is barren of any suggestion 
that the complaint be dismissed. What 
disposition is to be made of the case 
from the minority’s point of view re- 
mains a mystery. The majority view 
is that all parties to a proceeding are 
entitled to a decision by the Commis- 
sion on the issues involved. 

The minority’s implication that the 
operating results shown by the record 
do not reflect conditions comparable to 
those existing in 1948 is erroneous. 
This is clear from the statement of 
justification filed by Kentucky on Feb- 
ruary 20, 1948, in support of new rate 
schedules covering sale of natural gas 
for resale to Pittsburgh and Louisville 
Gas & Electric Company, to supersede 
the rate schedules involved in Dockets 
Nos. G-627 and G-635. In that state- 
ment Kentucky stated that the data 
required to justify such increases in 
rates were contained in the record in 
the rate proceeding pending before 
the Commission in these dockets. 
Thus Kentucky itself relied upon the 
record herein to support a change in 
rates filed in 1948. Significantly the 
company did not request that that rate 
proceeding be reopened. 
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The minority’s inconclusive empha- 
sis on the lapse of time since the record 
was closed is interesting from a psy- 
chological standpoint, for the delay 
in disposing of this case was of their 
making. The case, which was super- 
vised by Commissioner Smith, was 
argued orally before the Commission 
on April 9, 1947, after briefs and re- 
ply briefs had been filed. Thereafter, 
on May 15, 1947, the examiner filed 
his advisory report and on September 
18, 1947, the Commission agreed 
unanimously that the case should be 
decided in accordance with that re- 
port, which followed the principles of 
rate making to which the Commission 
has consistently adhered. 

The examiner was instructed to pre- 
pare the necessary opinion, which was 
distributed to the Commission on Oc- 
tober 20, 1947. But by that time the 
minority had decided to renounce the 
cost basis for gas produced by a nat- 
ural gas company and to accept the 
gas industry’s theme that such gas 
should be valued as a commodity. As 
pointed out in the majority opinion, 
this would have had the effect of up- 
holding substantially the claim of the 
two gas companies for the “commod- 
ity value” of the gas they produce, 
thereby making possible an increase in 
rates to the consumers of Pittsburgh. 
From then on it was impossible to get 
action until the Commission had a full 
complement of five members. 

The minority’s reference to counsel’s 
stipulation “waiving the troublesome 
question of cost allocation,” and their 
attempt to employ this as affording a 
basis for inability to concur in the re- 


duction of rates to Louisville, is both 
misleading and difficult to understand 
because : 

(1) The nonjurisdictional business, 
to which the waiver in the respond- 
ents’ stipulation ran, involved only an 
inconsequential amount of direct con- 
sumer sales and did not involve Ken- 
tucky’s sales to Louisville, which re- 
spondent accepted as jurisdictional. 

(2) The minority’s position is at 
complete variance with the Commis- 
sion’s consistent policy on this issue. 
If followed, it would partially reopen 
the gap in regulation which Federal 
legislation was designed to close. 

(3) In order to throw doubt on the 
Commission’s jurisdiction over such 
sales, the minority found it necessary 
to go outside the record while, at the 
same time, conceding that the facts on 
which they rely are not adequate for a 
final determination of the question. 

(4) The stipulation waiving all ju- 
risdictional questions was entered into 
by Commission counsel only after such 
stipulation had been submitted to and 
approved by the entire Commission, 
including the minority, on the basis of 
a memorandum of May 15, 1946, from 
Supervising Commissioner Smith rec- 
ommending such action. 

The attempt of the minority to jus- 
tify its position by pursuing side is- 
sues, instead of coming to grips with 
the real issue, i. e., the treatment of 
field prices, can only serve to reintro- 
duce into the regulatory process some 
of the confusion which progressive 
commissions have been working to 
eliminate during the past ten to fifteen 
years. 
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Re J. H. Harper et al. 


Case No. F-1394, Order No. 1962 
August 25, 1948 


| ipieownen yr based upon complaint against the commercial 
rates and service of an electric corporation; new rates pre- 
scribed. 


Return, § 6 — Basis — Capital invested. 


1. The rates of a utility are based on its earnings in relation to the capital 
invested in the plant devoted to the public, p. 88. 


Return, § 87 — Electric company. 


2. Earnings of 5.44 per cent were not regarded as unreasonable for a small 


electric company, p. 88. 


By the Commission: On April 12, 
1948, sixty-one business men residing 
in the towns of Driggs, Victor, and 
Tetonia, Teton county, Idaho, who are 
patrons of The Teton Valley Power & 
Milling Co., a corporation, and using 
electrical energy supplied by that util- 
ity for power, lighting, refrigeration, 
and other purposes, filed with this 
Commission a petition alleging, among 
other things, their dissatisfaction with 
the commercial rates charged by said 
corporation and complaining about the 
efficiency of the service. 

After receiving said petition, this 
Commission on the 20th day of April, 
1948, ordered that a public hearing be 
held on the above-entitled case. The 
hearing was set for the district court 
room, Driggs, Idaho, on Tuesday, the 
25th day of May, 1948, at 10 o’clock 
A. M., at which time and place the 
hearing was held and the following ap- 
pearances were entered: 


F. C. Gillette, Victor, appearing for 
applicants; J. H. Harper, Driggs, ap- 
pearing for applicant; J. N. Jeppeson, 
Driggs, appearing for Teton Valley 
Power & Milling Company, interven- 
or; R. E. Larsen, Boise, appearing 
for the Public Utilities Commission. 

1. That the Teton Valley Power 
and Milling Company is a corporation 
organized and existing under and by 
virtue of the laws of the state of Idaho, 
with its principal place of business at 
Driggs, Teton county, Idaho, which 
said corporation is operating in the 
state of Idaho as a public utility corpo- 
ration. 

2. That the Teton Valley Power 
and Milling Company owns and op- 
erates as a public utility, a hydroelec- 
tric plant for the purpose of generating 
electricity and selling electrical energy 
for light, power, heating, cooking, and 
other purposes to residents of the 
towns of Driggs, Victor, and Tetonia, 
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Teton county, Idaho. That this com- 
pany also owns and operates a milling 
and merchandising business in Driggs, 
Teton county, Idaho. 

3. That the Teton Valley Power 
and Milling Company does now main- 
tain and has for the past several years 
maintained an accounting procedure 
which separates the accounts of the 
electrical, merchandising, and milling 
business and in no case is the revenue 
or the expense of one intermingled 
with the other. The utility carefully 
maintains a complete set of books for 
the electric utility and all prescribed 
accounts are included. 

4. That the Teton Valley Power 
and Milling Company for seven 
months of every year faces unusually 
difficult problems in the maintenance 
of transmission lines and operation of 
generating plant. The winters are se- 
vere and the deep snow precludes the 
use of conventional methods of trans- 
portation for locating and repairing 
trouble always encountered in main- 
taining a transmission system. The 
utility owns and operates a hydroelec- 
tric generating station on the Teton 
river some 12 miles from the village 
of Felt, Idaho, and in very cold weath- 
er it is possible for ice to force the shut- 
down of this plant, thus interrupting 
the service. 

There was much testimony intro- 
duced about the variation in the volt- 
age of the system. This Commission 
has examined the records of the volt 
meters and can find no evidence of 
serious variations of voltage, but 
granting that this situation can exist, 
it is of the opinion that with the in- 
stallation of larger transformers this 
condition will be remedied. 

5. That the utility has for several 
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years maintained several different rate 
schedules for the use of its commercial 
customers, these different rate sched- 
ules resulting in the customer having 
to accept service through more than 
one point of delivery. Thus the cus- 
tomer is prohibited from advantages 
of lowering steps of the rate schedule 
and his usage charges increase due to 
each of his several services being on a 
separate meter. This has resulted in 
a disadvantage to the utility as well as 
to the customer, the utility requiring 
additional investment in meters with 
added cost of meter reading and the in- 
creased possibility of error in the cal- 
culations on the bills. The customer 
has the added maintenance of the ad- 
ditional wiring. By this order, the 
Commission is endeavoring to correct 
this situation by adjustment. 

[1, 2] 6. That the Teton Valley 
Power and Milling Company does 
maintain slightly higher rates than 
those of other private utilities operat- 
ing in the same vicinity ; such is not an 
unusual condition ; it is not possible for 
a small electric utility to operate in a 
territory where the possibility of the 
volume of sales is restricted to certain 
definite limits to furnish service with- 
in the same rate range of a much larg- 
er utility. The rates of a utility are 
based on its earnings in relation to 
the capital invested in the plant devot- 
ed to the public. The earnings of the 
Teton Valley Power and Milling Com- 
pany for 1946 was 4.75 per cent and 
for 1947 5.44 per cent—the Commis- 
sion does not regard this as unreason- 
able in consideration of the size of the 
utility and the amount of net profit 
that it realizes. If the earnings were 
to become greater than these percent- 
ages, the Commission could be justi- 
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fied in ordering a rate reduction to 
reduce any excess earning that would 
be involved. 

After due consideration of the evi- 
dence submitted the Commission now 
makes the following order : 


ORDER 


It is therefore ordered, that The 
Teton Valley Power and Milling 
Company cancel out Schedule A-2 
and Schedule A—5 and make effective 
the following schedule of rates for its 
commercial customers : 


Commercial Service 

Available—In all territory served by the 
company. 

Applicable—To commercial service supplied 
for lighting, refrigeration, and small power 
purposes where all service taken on the prem- 
ises is supplied under this schedule and 
through one kilowatt-hour meter. 


This schedule does not apply to water heat- 
ing and power in excess of three horsepower 
of installed load. 

Monthly Rate: 

8¢ for the first 100 kw. hr. 
5¢ for the next 300 “ 
4¢ for the next 600 “ 
2¢ for all over 1000 “ 


Monthly Minimum Charge 
Monthly Minimum Charge for Three 
Phase Service 

It is further ordered, that the ad- 
justed rates shall become effective 
upon completion of the change over 
to one kilowatt-hour meter service. 
But the Teton Valley Power and Mill- 
ing Company shall complete all 
changes under this rate as soon as 
practicable and not later than one year 
from the date of this order. 

It is further ordered, that in all oth- 
er respects the petition of the applicants 
be, and the same is hereby denied. 








NEW YORK PUBLIC SERVICE COMMISSION 


Re Westchester Street Transportation 
Company, Incorporated 


Case 14003 
October 28, 1948 


PPLICATION of transportation company for authority to loan 
A money to affiliate and application of affiliate to borrow; 
approved subject to conditions. 


Intercorporate relations, § 19 — Loans between affiliated transportation companies 
— Consideration of wage claims. 
1, Wage claims of transportation company employees should be given 
consideration by the Commission in considering an application for permis- 
sion to loan a sum of money to an affiliated company, p. 90 


Intercor porate relations, § 19 — Loans between affiliated companies — Possibility 


of repayment. 


2. The most serious consideration on a hearing on an application by a 
transportation company for authority to loan a large sum of money to an 
affiliate is whether there is any prospect that the affiliate will repay the loan, 


p. 90. 
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Intercorporate relations, § 19 — Loans between affiliates. 


3. Except for cogent reasons, applications of utilities for authority to 
loan money, brought under § 107 of the Public Service Law, which was 
enacted to prevent abuses of the holding company system such as the 
payment of funds under the guise of loans between subsidiaries and affiliates, 
should not be granted, p. 91. 


Intercorporate relations, § 19 — Loans between affiliates — Transportation com- 


panies — Safeguards. 
4. A loan of a large sum of money from a transportation company to 
an affiliated company with a bad credit record and history of improvident 
declarations of dividends, to pay the affiliate’s wage claims, must be safe- 
guarded to insure repayment and to insure that the money in the hands 
of the affiliate will be used to pay wage claims, p. 92. 


Rates, § 153 — Intercorporate relations as a factor — Dissipation of assets. 


5. A request by a subsidiary transportation company for a rate increase will 
not be given serious consideration where the company has gotten itself into 
serious financial difficulties by dissipating its assets in the form of dividends 
to a holding company instead of providing for its creditors, p. 92. 


¥ 





APPEARANCES: Sherman C. Ward, 
Acting Counsel (Raymond J. Mc- 
Veigh, Assistant Counsel), for the 
Public Service Commission; Gordon, 
Brady, Caffrey, and Keller (by Mor- 
timer S. Gordon, Stuart Riedel, Ad- 
dison B. Scoville, and David C. Keane, 
Jr.) New York, for Westchester 
Street Transportation Company, Inc., 
and Surface Transportation Corpo- 
ration of New York; John P. Mc- 
Grath, Corporation Counsel (by G. 
Gary Sousa, Assistant Corporation 
Counsel), New York, for the city of 
New York. 


By the Commission: After several 
changes in the original request, West- 
chester Street Transportation Com- 
pany, Inc., asks authority to loan to 
Surface Transportation Company of 
New York, and Surface asks permis- 
sion to borrow, the sum of $150,000. 
Both Surface and Westchester are 
owned by Third Avenue Transit Cor- 
poration and hence are under common 
control. The avowed purpose of the 
loan is to permit Surface to pay cer- 
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tain claims of its employees for back 
pay. The total amount claimed, as 
charged on Surface’s books, is some- 
thing in excess of $625,000. To meet 
that obligation and many others, Sur- 
face had $114,625.05 in cash as of Oc- 
tober 20, 1948. As of the same date, 
Westchester had $391,266.11. 


From the standpoint of Surface, the 
evidence is clear that it needs the 
money. The principal question is, 
therefore, whether Westchester can 
spare the money and whether there is 
any reasonable assurance that it will 
be repaid. 

[1] Westchester too has certain ob- 
ligations to its men—wage claims— 
charged on its books in excess of $50,- 
000. Clearly it would be unfair to the 
employees of Westchester to be denied 
the amount due them for the purpose 
of paying the employees of some other 
line, and in determining the amount 
which is available, these wage claims 
should be considered. 

[2] The most serious question of 
all, however, is: Is there any prospect 
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that 
loan? 

[3] The application is made under 
§ 107 of the Public Service Law which 
was enacted in part to prevent the 
abuses of the holding company system 
such as the payment of funds under 
the guise of loans between subsidiaries 
and affiliates. Except for cogent rea- 
sons, applications under this section 
should not be granted. 

The proposal before us is for a de- 
mand note without interest. The of- 
ficers who testified would not even 
offer to make a guess when the loan 
might be repaid. Under these circum- 
stances, unless the closest safeguards 
are annexed to the loan, this Commis- 
sion would have no option but to deny 
it. 

Past history shows that no reliance 
can be placed upon declared good in- 
tentions of Surface to repay the loan. 
As late as 1946 in P.S.C. Cases 12287 
and 12288, the officers of Surface and 
Westchester in applications for loans 
testified that the company’s cash then 
on hand was required for capital pur- 
poses and would be conserved for such 
use and not dissipated in dividend pay- 
ments. Notwithstanding that fact, the 
present management, almost immedi- 
ately after assuming control, caused 
Westchester to pay dividends of $553,- 
000 and Surface $412,500 from June 
30, 1947, to June 24, 1948, or nearly 
a million dollars in all to the parent, 
Third Avenue. One such payment 
was made after May 1, 1948, the date 
of the wage agreement with the men. 
Six hundred eighty-five thousand five 
hundred dollars ($685,500) of divi- 
dend payments were made after the 
expiration of the prior union contract 
and at a time that the management of 


Surface will ever repay the 


the petitioners knew that the union 
was pressing for increased wages and 
additional benefits. Under these cir- 
cumstances, irrespective of the rights 
of the men to receive the pay which 
has been promised them, the claims of 
the men should not be used as an op- 
portunity for the further diversion of 
funds to Third Avenue, and the mon- 
eys asked for to pay the men should 
not by some legerdemain find them- 
selves in the treasury of Third 
Avenue. 

It should be noted that the divi- 
dends paid by these two companies in 
twelve months are more than double 
all of the dividends of the companies 
for the years 1943, 1944, 1945, and 
1946 put together, during which pe- 
riod it is common knowledge that the 
bus business was more prosperous 
than it is now. 

There was another payment, which 
is a small thing of itself, but indicative 
of the company’s attitude. During the 
past month of September, Surface re- 
duced its indebtedness to its associ- 
ated companies, principally Third Ave- 
nue, by more than $70,000. This was 
at the very time when its cash was de- 
clining and when it was faced with the 
necessity of meeting its back wage 
claims. 

Even if we can close our eyes to the 
history of the immediate past and as- 
sume that the management would not 
again change and would do its utmost 
to see that Westchester was repaid, 
there is still a further consideration. 
As of September 30, 1948, exclusive 
of any back payments due its men, 
Surface owed in current liabilities $2,- 
725,821.10. Its earned surplus ac- 
count was a deficit. In its present sit- 
uation the possibility that Surface 
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may not meet its maturing obligations 
must be considered. The prospect is 
sufficiently real to require that we 
should protect Westchester assets for 
the benefit of Westchester creditors, 
customers and employees, rather than 
have such assets diverted to the credi- 
tors of Surface or Third Avenue. 

[4] It follows then that if the loan 
is granted, it must be safeguarded to 
insure the return of the money to 
Westchester and to insure that the 
money in the hands of Surface will be 
used to pay wage claims, those safe- 
guards to apply until the loan is re- 
paid: 


(1) Westchester, before making 


the loan, should set aside in a special 
fund at least $50,000 to be used to pay 
back wage claims to its men. 

(2) The receipts from the loan 
should be used by Surface for no other 


purpose than the payments of its past 
due wage claims or the repayment of 
the loan to Westchester. 

(3) The note should be for a defi- 
nite period of six months and should 
not be extended without the approval 
of the Commission. 


(4) Surface should undertake by 
appropriate corporate action to make 
no payments whatsoever to its parent, 
Third Avenue, except in the regular 
course of business for services or ma- 
terials furnished, after the date of this 
order and, of course, should pay no 
dividends until the loan is repaid. 

(5) Third Avenue should agree to 
subordinate the present indebtedness of 
Surface to Third Avenue to the in- 
debtedness of Surface to Westchester. 


Discussion: 
We are faced by a condition where, 
by reason of improvident declaration of 
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dividends, made after a sworn com- 
mitment that they would not be made, 
the treasury of Surface has been im- 
poverished. 

Surface claims that its only means 
of meeting its obligations is an in- 
crease in fare. But beyond general 
statements as to loss upon the hear- 
ing in this case, the company was un- 
able or unwilling to present any con- 
crete figures showing what its actual 
operations had been since the intro- 
duction of the 6-cent fare. 

[5] It should be pointed out that 
no company has the legal right nor 
any claim based upon any moral con- 
sideration to burden future riders be- 
cause of past derelictions. Instead of 
providing for its creditors, it saw fit to 
dissipate its assets in the form of divi- 
dends to a holding company. 

The conditions attached to the pro- 
posed loan may seem harsh but they 
are necessary. If the company can 
propose any other plan which will 
assure the protection of Westchester 
and wage claimants, the Commission 
will entertain it. However, with the 
picture as it is, a receivership of the 
Third Avenue System is not an im- 
possibility; and under these circum- 
stances, we owe it to the patrons and 
the employees of Westchester to see 
that that company is protected to the 
maximum. 

It will not do to rob Peter to pay 
Paul. 

Under the plea that it is for the 
benefit of the employees of Surface 
we cannot permit ourselves to be 
hoodwinked into any plan which, in 
the last analysis, may result in the 
enrichment of the treasury of Third 
Avenue. 





RE WESTCHESTER STREET TRANSP. CO. 


Conclusion and Recommendation : 
Provided the safeguards which we 
have prescribed above surround the 


loan, we approve it. Otherwise, we 
would have no recourse but to deny it. 
An appropriate order is adopted. 





NORTH CAROLINA UTILITIES COMMISSION 


Re Goldsboro Gas Company 


Docket No. 4398 
November 19, 1948 


RDER by Commission requiring gas company to show cause 
why plant should not be improved and rates revised; show 
cause order satisfied. 


Discrimination, § 39 — Rates — Service at less than cost. 
The Commission is strongly opposed to any class or group of customers 
receiving service at less than actual cost for the reason that when any 
customer pays less than it costs the utility to provide service, other cus- 
tomers are required to pay more than they should pay to subsidize the 


preferred customers. 


APPEARANCES: For the respond- 
ent: W. F. Taylor, Goldsboro, for 
the Goldsboro Gas Company. 

For the protestants: James D. 
Evans, Goldsboro, for General Elec- 
tric Company; Scott B. Berkeley, 
Goldsboro, as an observer for the city 
of Goldsboro; James W. Butler, 
Goldsboro, for the Goldsboro Cham- 
ber of Commerce and the Merchants 
Association, Inc.; A. B. Sansbury, 
Goldsboro, for the city of Golds- 
boro. 


By the Commission: This cause 
comes before the Commission on its 
own motion ordering the Goldsboro 
Gas Company to appear before the 
Commission on Friday, June 11, 
1948, and show cause, if any it had, 
why its plant should not be improved 


and why its rates should not be re- 
vised. 

The company appeared before the 
Commission as directed and after a 
brief consultation the Commission is- 
sued the following order: 

“This case was called for hearing on 
Friday, June 11, 1948, and it was 
made to appear to the Commission 
that the gas company was willing and 
had been willing to codperate with the 
Commission in working out a new 
schedule of rates provided said new 
schedule did not reduce the gross in- 
come of the company; and the com- 
pany asks that they be given an op- 
portunity to confer with the rate de- 
partment of the Commission to that 
end before final action was taken in 
this proceeding. 

“Whereupon, the case was post- 
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poned indefinitely until said confer- 
ence could be consummated and a re- 
port made as to the outcome.” 

In accordance with the above order 
the Goldsboro Gas Company made a 
customer study, revised its rates, and 
then conferred with the Commission’s 
rate department concerning said re- 
vised rates. The rate department was 
of the opinion that the revised rates as 
proposed would not reduce the com- 
pany’s gross revenue, provided the 
cubic feet sales did not decline. Where- 
upon the proposed revised rates were 
properly advertised and the case was 
heard before the full Commission on 
October 14, 1948. 

The company’s proposed rates con- 
sisted of Schedule No. 1 and Schedule 
No. 2. Schedule No. 2 would be ap- 
plicable to all customers using two or 
more major appliances. Schedule No. 
1 would be applicable to all customers 
not served under Schedule No. 2. 


The witness for the company stated 
that in its eighteen months of opera- 
tion the company has lost $20,612.05, 
which includes the cost of conversion 
to propane air; that for the first seven 
months of this year the operating loss 
was approximately $2,041.78 ; that the 
price of propane has increased from 
24 to 6% cents per gallon and that 
freight rates have risen 50 per cent; 
that the total cost of furnishing 1,000 
cubic feet of gas is approximately 
$1.07 ; that the proposed revised rates 
would reduce the bills of 33 customers, 
would not affect the bills of 207 cus- 
tomers, and would increase the bills of 
722 customers, including 31 who have 
been buying gas well below cost; that 
it is estimated the proposed rates 
would produce gross revenue of ap- 
proximately $9,000 annually ; and that 


76 PUR NS 


the company has reduced its unac- 
counted-for gas losses from 344 to 21 
per cent. 

The protestants took the position 
that Rate Schedule No. 2 was unfa- 
vorable to large users since all con- 
sumption in excess of 10,000 cubic feet 
would be billed at a straight rate of 
one dollar per thousand cubic feet and, 
as such, would not offer any incentive 
for industrial expansion in the city of 
Goldsboro. 

While the Commission can appre- 
ciate the position taken by the protes- 
tants, at the same time the Commis- 
sion is strongly opposed to any class 
or group of customers receiving serv- 
ice at less than the actual cost of fur- 
nishing same for the reason that when 
any customer of any public utility pays 
less than it costs the utility to provide 
the service other customers are re- 
quired to pay more than they should 
pay to subsidize the other customers. 

From the testimony in the case and 
from other pertinent information 
available to the Commission, the Com- 
mission finds that the company has 
shown that considerable progress has 
been made in the improvement of its 
plant and in the reduction of its unac- 
counted-for gas losses; that the pro- 
posed rates are comparable to those 
now in effect by similar companies; 
that the proposed rates are fair and 
reasonable ; that the company has sat- 
isfied the Commission’s show cause 
order. 

Wherefore, it is ordered that pro- 
posed Rate Schedules No. 1 and No. 
2, of which copies are hereto attached, 
be and the same are hereby authorized 
and approved. 

It is further ordered that the rates 
herein approved shall become effective 
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on all billings on and after December 
1, 1948, and shall supersede all exist- 


ing rates of the company now in ef- 
fect. 





UNITED STATES COURT OF APPEALS, DISTRICT OF COLUMBIA 
CIRCUIT 


Capital Airlines, Incorporated 


Civil Aeronautics Board 


No. 9870 
— US App DC —, — F2d — 
December 6, 1948 


ores for review of order of Civil Aeronautics Board dis- 
missing petition of air carrier for retroactive increase rates 
for mail transportation; dismissed. 


Rates, § 13.5 — Powers of Civil Aeronautics Board — Revision of air-mail rates 


retroactively. 


The Civil Aeronautics Board does not have power to revise retroactively 
rates for air transportation of mail which have been unchallenged for 


more than three years. 


Rates, § 3 — Constitutional requirements — Power to increase rates retroactively 


— Confiscation. 


Statement that the power to increase retroactively established rates which 
have prevailed unchallenged is not needed by the Civil Aeronautics Board 
to vindicate the constitutional requirement of the Fifth Amendment for 
just compensation, or to fulfil any contractual obligation of the government 


to the air lines, p. 96. 


APPEARANCES: Charles H. Murch- 
ison of the Bar of the State of Florida, 
pro hac vice, by special leave of court, 
with whom Robert B. Hankins was 
on the brief, for petitioner; William 
C. Burt, Chief, Rates Section, Civil 
Aeronautics Board, with whom Her- 
bert A. Bergson, Assistant Attorney 
General, George Morris Fay, United 
States Attorney, Emory T. Nunneley, 


Jr., General Counsel, Civil Aeronau- 
tics Board, Warren L. Sharfman, At- 
torney, Civil Aeronautics Board, and 
Oliver Carter, Acting Chief, Enforce- 
ment and Litigation Section, Civil 
Aeronautics Board, were on the brief, 
for respondent; Louis P. Sissman, 
Attorney, Civil Aeronautics Board, 
also entered an appearance for re- 
spondent. 
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Before Prettyman and Proctor, JJ., 
and McGuire, DJ., sitting by desig- 


nation. 


Proctor, J.: This case is here for 
review of an order of the Civil Aero- 
nautics Board of December 2, 1947 
(confirmed by its order of March 29, 
1948) dismissing a petition of Capital 
Airlines, filed January 14, 1947, in so 
far as it sought retroactive increase in 
mail rates fixed by the Board’s order 
of December 16, 1942, effective as of 
June 1, 1942, “with the understand- 
ing that upon respondent’s request 
filed pursuant to rule 8 of the Rules 
of Practice, they” (the rates) “will 
be subject to reconsideration from 
and after that date.” 

We disagree with the contentions of 
petitioner, and hold: 

1. The order of December 16, 
1942, fixed a final mail rate, subject 
only to reconsideration if requested 
within fifteen days as provided by rule 
8. An examination of the proceeding 
leads clearly to this conclusion. 

2. The right to reconsideration was 
lost by failure to apply therefor within 
the given time. 

3. In view of the finality of the 
rates, which stood unchallenged for 
more than three years, the Board was 
without power to revise them retro- 
actively. Transcontinental & West- 
ern Air v. Civil Aeronautics Board 


(1948) — US App DC —, 76 
PUR NS —, 169 F2d 893. 

4. The power to increase retroac- 
tively established rates which have 
prevailed unchallenged is not needed 
to vindicate the constitutional re- 
quirement for just compensation 
(Fifth Amendment), or to fulfil any 
contractual obligation of the govern- 
ment to the air lines. The Civil Aero- 
nautics Act, under which Capital 
chose to operate, embodies a scheme 
of just compensation for services ren- 
dered to the government by requiring 
that fair and reasonable rates be fixed 
from time to time for carrying of the 
mail (§ 406(a)). This right is pro- 
tected by the privilege accorded car- 
riers to apply at any time for higher 
rates to compensate for future service 
to the government. The act, with its 
regulatory provisions, is not intended 
to underwrite profitable operation of 
a carrier’s business, any more than 
statutes imposing regulation of public 
utilities are intended to insure them 
a net revenue. Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
(1942) 315 US 575, 590, 86 L ed 
1037, 42 PUR NS 129, 62 S Ct 736, 
and cases cited. 

We think the Board was right in 
dismissing the petition of January 14, 
1947, in so far as it requested retro- 
active increase in mail rates. 

Accordingly the petition for review 
of that order is dismissed. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information gr we 4 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


$52,000,000 Program Announced 
By Kansas City Pwr. & Lt. 


W ITH a construction budget of $52,000,000 
for the next three years, Kansas City 
Power & Light Company has announced plans 
for building a 132,000-kilowatt steam-electric 
generating station. To cost an estimated $27,- 
000,000, the new plant will add more than 800 
million kilowatt hours a year to the electric 
power supply of the Kansas City area, accord- 
ing to Harry B. Munsell, president. The total 
nameplate generating capacity of the company’s 
plants will be increased by more than 40 per 
cent. 

Ebasco Services, Inc., New York engineer- 
ing firm has been employed to direct the de- 
sign, engineering, and construction of the new 
power plant. 

Other important items in the three-year pro- 
gram include: completion of a new boiler and 
installation of a new 12,500-kilowatt turbo- 
generator at Northeast Station ; completion of 
a new boiler and installation of an 11,500- 
kilowatt turbogenerator at Grand Avenue ‘Sta- 
tion; continuation of the Kansas City street 
lighting modernization program; extension of 
overhead and underground lines; and addition 
and replacement o transformers and other 
equipment. 


. 


Exide Announces Manchex 
Storage Battery 


F. MBopyinc a number of exclusive improve- 
ments in storage battery design, a new 
battery known as the Exide-Manchex is an- 
nounced by The Electric Storage Battery 
Company, Philadelphia. 

This new product of Exide is of the sealed 
glass jar type and applicable to all types of 
stationary power in electric utilities, railway 
signaling, telephone, emergency power and 
lighting, rural electrification, and other general 
applications where exceptionally long battery 
life is desired. 

Unusually long life, low maintenance cost, 
improved electrical characteristics, increased 
power output per unit of space, less weight 
per ampere hour output, and attractiveness of 
appearance, are the principal features of the 
'xide- Manchex. 

One of the exclusive features of the Exide- 
Manchex is the positive plate known as the 
manchester type. This plate, developed from 
the experience of over 50 years of service, 
consists of a grid cast ofa lead antimony alloy 
in which the active material is in the form of 
pure lead buttons. These buttons are forced 
by hydraulic pressure into circular openings 


in the grid. Naturally, this form of active 
material does not wash away and is an im- 
portant reason for the unusually long life of 
the manchester plate. 

The Exide-Manchex is available in a wide 
variety of sizes and capacities, from 40 to 
ampere hours. 

An illustrated catalog can be obtained by 
writing to The Electric Storage Battery Com- 
pany, 19th street and Allegheny avenue, 
Philadelphia 32, and asking for Form 4852. 


Cambridge Perfects New Style 
Tile Numbers and Letters 


fe Bareexes of The Cambridge Tile Mfg. 
Company, Cincinnati 15, Ohio, announce 
production of the new Cambrite tile numbers 
and letters has been perfected. 

Combining visibility with durability Cam- 
brite numbers and letters offer a permanent 
answer for utility identification systems. They 
are ideal for identifying power lines, sheds, 
bins, outlying stations, machinery, and other 
stationary equipment, 

Attention is called to the fact that the black 
numeral or letter is sealed forever under an 
impervious white glaze. Cambrite cannot 
fade, tarnish, stain, or rust. Available with 
black japanned aluminum frames for one to 
five figures. 

For complete details and samples write 
Cambrite Division, The Cambridge Tile Mfg. 
Company, Cincinnati 15, Ohio. 


Royalty Rates Set on Pipe 
System Gas Storage 


V. MEILLER AND M. G. MarkLe, who are 


* associated with the Public Service 
Company of Northern Illinois in gas engineer- 
ing work and who invented a system for the 
underground storage of natural gas under 
high pressure, recently announced the adoption 
of a policy which will make available to any 
prospective user of the system a license under 
their patent rights at a low uniform royalty 
rate. 

The royalty basis will be 60 cents per thou- 
sand cubic feet of gas storage capacity. 

Licenses, they said, will be granted to any 
responsible parties who wish to install or have 
installed a high pressure gas storage system 
covered by their pending patent application. 

The underground gas storage system devel- 
oped by Meiller and Markle already has been 
used successfully in installations having a ca- 
pacity of more than 95,000,000 cubic feet of 
natural gas. 

In the light of constantly increasing de- 
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PENN-UNION Connector LABORATORIES 





LARGER SURFACES 


for the WRENCHES—a good - sized 


HEX Top and Bottom! 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have to 
make a splice in close quarters, or any 
unhandy location. 


Better Design is a feature of the en- 
tire Penn-Union line, which includes 
Tees and Taps, Straight Connectors, 
Terminals, Grounding Clamps, and 
many more fittings . . . every one thor- 
oughly dependable, mechanically and 
electrically. Preferred by leading users, 
who have found that “Penn-Union” 
on a fitting is their best guarantee of 
unfailing service. 
Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


The COMPLETE Line of Conductor Fittings 
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mands» for natural gas, the Meiller-Markle 
high pressure, underground storage system, 
described in detail in our October 7, 1948, is- 
sue, has recently attracted considerable atten- 
tion from utility companies and manufac- 
turers interested in the storage of natural gas 
for reserve or emergency supplies. 


Multichannel Microwave Radio 
Link Developed by Federal Tel. 


A MULTICHANNEL FM microwave radio link, 
known as “Intelink,” capable of simul- 
taneously transmitting more than 7 two-way 
telephone conversations, has been developed by 
Federal Telephone and Radio Corporation, 
Clifton, New Jersey, manufacturing associate 
of International Telephone and Telegraph Cor- 
poration. Combining highly reliable com- 
munications with small size, and low initial 
and operating costs, this FTL-13-A “Intelink” 
should find wide application in telephone com- 
panies, railroads, public networks, oil lines, 
mining companies, and similar organizations. 
Operating in the frequency range of 900 to 
940 megacycles, this link meets all the standard 
requirements of a wire transmission system. 
Each radio system, comprising one radio trans- 
mitter and one radio receiver terminal requir- 
ing a single assigned carrier frequency, con- 
stitutes a one-way broad band communications 
circuit. Two such links, operating in opposite 


J directions over the same path on two separate 


radio carrier frequencies, provide a two-way 
circuit adaptable to signal transmission on a 
4-wire basis. . 


8,000 Vehicles Added to Nation’s 
Transit System During 1948 


M° than 8,000 new vehicles worth $155,- 
000,000 were added to the nation’s transit 
systems during 1948 to replace worn out 
equipment and to supply service on new routes, 
according to figures released by the American 
Transit Association, 

Vehicles owned by the industry are esti- 
mated at 91,700, a small drop from the 92,407 
at the end of 1947, but seating capacity is 
greater due to replacement vehicles being 
larger. 

There was a 41 per cent increase in electric 
trolley coach deliveries in 1948 over 1947, a 
decrease of 20 per cent in streetcars for the 
same period and a drop of 42 per cent in de- 
liveries of gas and diesel buses. However, net 
increase of vehicles in each category was trol- 
ley coaches 30 per cent, streetcars 16 per cent, 
and buses 12 per cent. 

During the past year public transit vehicles 
carried over 21 billion passengers a total of 33 
billion miles more than all other forms of 
transportation combined. 

Indications for 1949 point to a further de- 
cline in deliveries of streetcars, gas and di 
buses, according to manufacturers, but the 
backlog of orders for electric trolley coaches 
continues strong and it is possible that de- 
liveries for 1949 will equal 1948, largest in 
trolley coach history. Many cities now op- 
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The World’s 
Most 
Powerful 
Hydraulic 





Turbines 


@ Newport News has received contracts for all fifteen of the turbine units 
awarded thus far for Grand Coulee Dam, the world's greatest power installation. 
With individual ratings at 150,000 and 165,000 h.p. at 330-foot net head, they 
are the highest-powered hydroelectric units ever built. 


The engineering, efficiency, and workmanship of Newport News built water power 
equipment has been proven by installations in many of the world's great power 
developments. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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erate, or have on order, more than 200 troll 
coaches. These include San Francisco wi 
more than 400 planned ; Atlanta, 433 operating 
and on order; Milwaukee, 400; Chicago, 362; 
Providence, 331; Cleveland, 329; Boston, 315; 
Seattle, 307; Indianapolis, 202 and eye 
200. Preliminary surveys indicate that trolley 
coaches now serve 81 cities with a population 
of more than 10,000. 


New Line of Automatic Floating 
Battery Chargers Announced 


[J emorment of a new line of electronically 
controlled and regulated floating battery 
chargers, for power stations, communications, 
and other applications requiring accurate con- 
trol of floating voltage, has recently been an- 
nounced by Power Equipment Company, 55 
Antoinette street, Detroit 2, Michigan. Similar 
equipment utilizing magnetic controls has 
also been developed. The company has spe- 
cialized in the design and manufacture of cus- 
tom built controlled rectifiers since 1935. 

The new standard chargers are fully auto- 
matic in operation, have constant potential 
output, and are designed to maintain floating 
charge on the battery group to within 1%. This 
close control of floating voltage, in accordance 
to battery manufacturers’ recommendations, is 
considered an important factor in determin- 
ing battery life in as much as it eliminates the 
deteriorating effects of over- or under-charg- 
ing. Further, the need for addition of water 
is reduced to about twice a year due to the 
elimination of excessive gassing. The com- 
bination of these factors results in lower main- 
tenance and supervisory cost as well as in- 
creased battery life, according to the manu- 
facturer. 


Bangor Hydro-Electric to Spend 
$3,000,000 During 1949 


Oo meet growing demand for service 
Bangor Hydro-Electric Company will 
spend $3,000,000 during 1949 on new facilities, 
according to a recent announcement. : 
Rural customers are being put on the line 
as rapidly as possible. About 150 miles of lines 
were installed during 1948 and a like amount 
is planned for 1949. 


Disc Edison Voicewriter Offered 
By Thos. A. Edison, Inc. 


A NEw dictating instrument, the Disc Edison 
Voicewriter, combining maximum _ con- 
venience with Edison’s exclusive “Ear-Tuned 
Jewel-Action” or diction control has been an- 
nounced by Thomas A. Edison, Inc., West 
Orange, New Jersey. Its seven-inch vinylite 
plastic disc records 30 minutes of dictation 
and is light enough to mail for 3 cents. 

To put a disc on it is only neces: to flip 
open the cover, slip in the disc and close the 
cover. The operation can be done easily with 
one hand since the record is automatically 
positioned. ote. : 

The discs can be erased by spinning at high 
temperatures. A special erasing service is to 


be offered users so that the cost of discs will 
average only 6 cents. 

“Ear-Tuned Jewel-Action” or diction con- 
trol is aes by a special electronic cir- 
cuit that es the speaker’s voice more un- 
derstandable. Hard-to-hear sounds like the 
“d” in “clocked” or the “z” and “th” in “zither” 
are brought out more distinctly. In a unique 
demonstration, the new Voicewriter can split 
the word “lips” so that the last sound heard 
when it stops is “li” and the first sound when 
it starts is “ps.” The importance of this is 
apparent when one recalls the effect of start- 
ing an ordinary phonograph with the needle 
down on the record. 

To protect the dictator against “dry runs,” 
an all purpose warning light blinks if no disc 
is in the Voicewriter, if the cover is not down 
so that the disc is firmly held, or if the instru- 
ment is not set on dictation. An accurate lo- 
cating pointer enables the dictator to find his 
place quickly and makes for exact spacing be- 
tween letters to avoid waste or overlapping. 


Wisconsin Pwr. & Lt. Plans 
7-Year Expansion Program 


HE WISCONSIN Power AND Licut Com- 

PANY will spend about $42,000,000 for new 
aeons during the next seven years, accord- 
ing to Grover C. Neff, president. 

In line with the company’s expansion pro- 
gram, a new, 25,000-kilowatt generating unit 
has been installed at Beloit and additional gen- 
erators will be added to the company system 
during the next three years. Two hydro-elec- 
tric generating stations aré being built on the 
Wisconsin river north of the company’s Wis- 
consin Dells plant. A 15,000-kilowatt station 
at Castle R will be completed by the sum- 
mer of 1950, and a new 60,000 kilowatt unit 
has been ordered for the Edgewater plant. 


Duquesne Light’s $80,000,000 
Program Well Under Way 


Tz $80,000,000 expansion program of 
Duquesne Light Company was advanced 
considerably during 1948. Almost $14,000,000 
was spent on modernization and expansion. 
Work was continued on two new 81,000 kilo- 
watt generators being installed at Phillips 
power station on the Ohio River. The first 
of these units will go into service in September 
and the second is expected to be ready a year 
later. While the work at the Phillips station 
is the largest project, other additions and im- 
provements were made on Duquesne Light's 
system. 

While the actual construction budget for 
1949 has not yet been determined, it is ex- 
pected that Duquesne Light’s expansion pro- 


gram will be accelerated. In addition to the — 


81,000 kilowatts to be placed in service at Phil- 
lips, twenty-one 4, 
scheduled for installation in residential and 
commercial areas to meet the expected con- 
tinuing load growth during the year. Addi- 
tional transmission lines will be installed and 
other general system improvements, additions, 
and expansions will be made during the year. 
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BOILERS fo Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 
ern utility plant needs. Springfield ix 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


¢ BENT TUBE BOILERS 


For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
city from 10,000 Ibs. up. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


® STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 


@ TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
..lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a““BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


SPRINGFIELD 


1960 E. Capitol Ave. 


BOILER 


Springfield, Illinois 


CO. 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
Annval Subscription utility regulation. Five vol: 

Price umes a year—$7.50 each. 


$43.50 Annual Index—$6. 


industries, their regulation and allied topics, 


| 
| 


P. U. R. 


PUBLICATIONS AND SERVICES 


= 0 ; 
tot y 040 Essential to those interested in the public utility 






PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, analy- $15 
ses and explanations of day- Twenty-Six 
to-day developments. Issues a Year 












P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 
tive encyclopedia of Public Service 
$220 law and Regulation. A life-time 

Digest,; kept up-to-date by annvol 
supplements. 











P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 $12.50 
minutes. Quarterly 











A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
$25 Qvorterly twice each month. 





FEDERAL UTILITY REGULATION ANNOTATED 
SEC Current Services FPC 





A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 








VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $12 


FEDERAL UTILITY REGULATION ANNOTATED 





VOL. 2 (FPC) 


A comp tati of the 
Federal Power Act and the Na- A 


tural Gas Act, with the Com- 
mission's rules and regulations, WS 


full index and periodical up- 
Price: $15.50 




















a P.U.R. 
Question Sheets 
_Twenty-Six Issves Annually $10 





keep supplements. 

Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
utility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, 1c. 


MUNSEY BUILDING PUBLISHERS WASHINGTON 4, D. ¢ 
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Management- Stockholder Relations 


The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 
agement-stockholder relations. 


We Work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 
United States and the important sections of Canada. 


Our organization has been thoroughly tested for 
competence, capacity and integrity by many leading cor- 
porations in assignments which include the largest ever 


undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


a7 * 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON + CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Snow fua~ht Clear fw 


Snow Tonight—Clear Tomorrow is much 
more than a weather forecast. It’s an 7 
ideal slogan for the thousands of GMC & 
trucks that work while we sleep to keep 

the highways open for safe travel. 4 


GMC extra value shows up best when” & 

working conditions are at their worst... “J ¥ 

because chassis are truck-designed and © § . : 
truck-engineered from radiator to rear “ . an Zz r awe. aaa 
axle . . . because power plants have the GMCs are available in light, medium and heavy 
same basic design and features as those duty models . . . in a range of seven gasoline and 
of the durable and dependable GMC a a erp poy ee ae 
“Army Workhorse”’ engine. exactly suited to every public utilities hauling job. 
Whether your hauling job calls for THE TRUCK OF VALUE 

“tough going”’ or “smooth sailing”. . . 

the extra stamina built into every GMC €s < 

means extra months and miles of depend- GASOLINE 


able, economical operation. T rau cK % “ome 


GMC TRUCK & COACH DIVISION « GENERAL MOTORS CORPORATIO 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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GRINNELL MULSIFYRE 


THE OIL FILLED EQUIPMENT OF 
THE WORLD’S LEADING UTILITIES 


There’s sound reason for the accept- 
ance by leading utilities of Grinnell 
Mulsifyre Systems to protect oil filled 
equipment and other transformer sta- 
tion installations. 


Executives and engineers recegnize 
the proved principle whereby blazing 
oil is cumbia’ with a driving spray of 
water. The emulsion formed by the 
water spray is fire-extinguishing — the 
fire goes out in a few seconds -— and 
reignition is prevented. There is abso- 
lutely no conductivity along the dis- 
charge of Mulsifyre projectors when 
spray strikes high voltage conductors. 


Mulsifyre Systems are permanentl 
installed — constantly on guard wit 
automatic operation, or may be oper- 
ated manually. Recommended by 
Underwriters’ Laboratories for use in 
extinguishing fires in flammable oils 
immiscible with water, wherever such 


oil ta a fan Bea See that your equipment has this 24-hour 


rotection — don’t wait for fire to strike! 
Rapesienced Grinnell engineers will help 
you plan protection for your specific needs. 


GRINNELL € COMPANY 


Executive Offices, Providence 1, R. L 
Branch offices in principal cities 





P This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 











How is YOUR company doing 


in this “EVERYBODY- BENEFITS” pian? 





EMPLOYEES BUYING U.S. SAVINGS BONDS 








AVERAGE INVESTMENT IN U.S. SAVINGS 
BONDS PER WORKER PER MONTH 


$30 — 
$235 — 


520 —[ ~eese 


315 — 











If the figures for your company fall 
below those shown above, you're 
missing your share of benefits of the 
Payroll Savings Plan! Nation-wide ex- 
perience proves that when top man- 
agement puts the “OK” on the Plan, 
its benefits rise sharply. 

Benefits to Employees—Every $3 
invested in Savings Bonds pay $4 at 
maturity. Workers gain (1) the means 
to buy in the future more of the things 
they will want; (2) the peace of mind 
that goes with regular saving. 

Benefits to Employers—Participa- 
tion in Payroll Savings makes workers 
more contented. Worrying less, they 
work better. Among the more than 
20,000 large companies with Payroll 
Savings, records show that worker 


production increases, absenteeism and 
accidents decrease as payroll savings 
participation rises. 

Benefits to the Nation—The Payroll 
Savings Plan is a powerful deterrent to 
inflationary forces. Every Savings Bond 
dollar built up in the Treasury with- 
draws a dollar from the swollen spend- 
ing stream, aiding national security. 

What can You do?—If your com- 
pany has the Payroll Savings Plan 
make sure it’s adequately promoted 
by your top executives. 

f you haven’t yet installed the 
Plan, 4 F ecy: up its benefits an 
longer? e help you need is avail- 
able from your State Director, Savings 
Bonds Division, U. S. Treasury De- 
partment. Call him today! 


The Treasury Department acknowledges with appreciation 
the publication of this message by 


Pusiic UTiLitTies ForRTNIGHTLY 


This is an official U. S. Treasury advertisement prepared under the auspices 
of the Treasury Department and the Advertising Council 
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Budget . Business Studies - Consulting Engineering * Design & Conciruction - Financial . lodustrial Relations . 
tapesten 8 Sontina ‘Tnsurance & Pensions . Purchasing . Rates & Pricing » Research . Sales & Marketing . Systems & Methods . Taxes . Trafic 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 


» 





Tue AmeERICAN AppRAISAL Company 


ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$4 Ford, Bacon & Davis 
baD VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 








GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Reading © New York @ Houston Personnel Relations 

Original 








Inspections and Surveys Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 


ENGINEERS 
Management 
San Francisco 
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—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS 


OVERHEAD UNDBEGROUND 


BALL FIBLD LIGHTING Wilmington, Del, + Portland, Me. * Altoona, Pa. 
NOW WORKING IN FOURTEEN STATES 






































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











4 
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ENGINEERS —_ «2 eee 2 se 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 


LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 


N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 




















CHAS. T. MAEN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Besten 10, Mass. Washington, D. C. 
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Pioneer Service Sc ERGROSTING Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 


PURCHASING i INSURANCE AND DEPRECIATION 
CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET. 














mh Complete Services for GAS and ELECTRIC Utilities 
DESIGNING «* MENT + SURVEYS = PLANS Prité ha wel 


PIPING © EQUIPMENT 


Complete Plants Additions or Installatior - z 
every detail geared to more profitable oper ation ENGINEERS * CONSTRUCTORS * MANUFACTURERS 


‘ Refinery Catalog etc for details 





SANDERSON & PORTER 
=ncuuaie Sap 
AND 
CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrial 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS 
INCORPORATED 


INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 
RATES OF RETURN 
HOME OFFice BRANCH 
few HUDSON sree 33 N. LASALLE STREET 
YORK 14, CHICAGO 2, ILL. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


Consulting Engineers 


» Semace f | industrial waste Problems 
alvaeias,, Refuse nolnerators, industrial Bulidings 
City Planning, Reporte. Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
1 


rate iries, depreciation, fixed capital 
— Rm ~ original cost, security issues. 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Acgestosie in r~ — = ma 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauue St., Cxicaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY « 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELectric Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SourH Dearsorn St. Cricaco 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 


CONSULTING ENGINEER 
Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 

Reports 
122 SourH MIcHIGAN AvENUB, CHICAGO 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES, inc. 


ARCHITECTS & ENGINEERS 
INVESTIGATIONS © REPORTS 
DESIGN °¢ SUPERVISION 
New Haves, Connecticut 
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phe Fortnightly lists below the advertisers in this issue for ready refer- 
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that’s too big for its job ... and 
you’re in for plenty of costly 
maintenance expense if your trucks 
are too small. 


From 248 basic chassis models, 
your Dodge dealer can specify a 


rue real reason you’re in the utilities 


1 pusiness is to make money isn’t it? truck that will be “Job-Rated” exactly 


for your hauling job. 
Well, do you know any better way to 


‘ siniiin Ot neon cleanin Such a truck will have the right one of 
make money than to save money? 


seven great truck engines ... for top 
You can save plentyofmoney _ efficiency and maximum economy. It will 
with trucks that fit your job have the right units throughout .. . to 
... Dodge “‘Job-Rated” trucks. haul your loads, over your roads. 


It stands to reason that you And remember...only Dodge builds ‘‘Job- 
waste money with a truck Rated”’ trucks. Talk to your Dodge dealer! 





+htp DODGE 
Fr the good of your business — rem TRUCKS 
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